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Sears and Subsidiaries 


Sears, Roebuck and Co. 

Sears, a New York corporation, originated from an 
enterprise established in 1886. The company’s 
headquarters and most of its buying offices are located in 
Sears Tower in Chicago. Five territorial offices, each 
headed by an executive vice president, are located in 
Alhambra, Calif.; Atlanta, Ga,; Dallas, Texas; St. Davids, 
Pa.; and Skokie, III. 

Sears is the world’s largest retailer of general 
merchandise. The company and its domestic subsidiaries 
distribute broad lines of goods through 3,680 selling 
locations (including 1,485 independent sales merchants) 
in 50 states, Puerto Rico and Central America. 

Net sales for 1979 totaled $17.51 billion. Merchandise 
sales were 89.3 per cent of net sales including catalog 
counter sales in stores of 9.9 per cent and other catalog 
sales of 9.4 per cent. Industrial sales, repair services and 
finance charge revenues represented 10.7 per cent of net 
sales. 

Credit sales account for 57.7 per cent of total sales. 
More than 25 million customers use Sears credit plans. 
Sears merchandise groups coordinate product 
development, buying, marketing and advertising for 
buying departments with related lines of merchandise. Our 
46 buying departments purchase merchandise from more 
than 11,700 domestic suppliers. We combine 
merchandise items into 770 product groupings for 
administrative purposes. Our largest buying department is 
responsible for approximately nine per cent of net 
merchandise sales. 

Sears purchases approximately 28 per cent of its 
merchandise from suppliers in which the company has 
equity investments. The principal merchandise sources in 
which the company has an equity interest of more than 20 
per cent are: DeSoto, Inc., Kellwood Company, Roper 
Corporation and Universal-Rundle Corporation. Domestic 
suppliers account for approximately 95 per cent of all 
merchandise purchases. 

Sears and its domestic subsidiaries, including the 
Allstate Group of Companies, employed an average of 
424,000 peopleduring 1979. Sears317.3 million common 
shares are owned by 339,000 shareholders. Through The 
Savings and Profit Sharing Fund of Sears Employes, our 
267,749 employe members (counted as one shareholder) 
own 69 million shares or 21.7 percent of the outstanding 
common shares. 


Allstate Group of Companies 

Sears is engaged in the property-liability and life insurance 
businesses through the wholly owned Allstate Insurance 
Company and its subsidiaries. Sears also owns Allstate 
Enterprises, Inc. which is engaged in auto financing, other 
financial services and the savings and loan business. In 
1979, insurance premiums written and financial services 
revenues totaled a record $5.64 billion. 

Other Unconsolidated Subsidiaries 

Sears has a 40 per cent equity interest and approximately 
50 per cent of the voting stock in Simpsons-Sears Limited, 
which is a large retailer of general merchandise in Canada. 
Unconsolidated subsidiaries, owned 70 per cent to 100 
per cent, conduct retail operations in Brazil, Mexico, Peru, 
Venezuela and Spain. Net sales from international 
operations for 1979 amounted to a record $2.9 billion. 

Sears develops and operates shopping centers through 
its wholly owned subsidiary, Homart Development Co. 
Homart operates 17 regional shopping centers and is a 
partner in six other centers. 

New Business Group Formed 

Effective February 1, 1980, the company formed a new 
business group to manage its extensive real estate 
development and related financial services operations. 
The group will include: Homart Development Co., Allstate 
Savings and Loan Association, PM I Mortgage Corporation 
(purchase of mortgage loans and sale of mortgage pass¬ 
through certificates), PMl Mortgage Insurance Co. 
(mortgage insurance), Allstate Enterprises Mortgage 
Corporation (mortgage banking), and Executrans, inc. 
(relocation services). 
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Highlights 

$ in millions 


Net sales. 

Net income. 

Per share. 

Per cent return on average equity 
Net income of the Allstate Group . . 

Dividends. 

Per share. 

Working capital . 

Capital additions . 

Long-term debt . 

Shareholders’ equity. 

Per share. 


1979 

1978 

Per cent 
change 

$ 17,514 

$17,946 

(2-4) 

810 

922 

(12.1) 

2.54 

2.86 

(11.2) 

11.2 

13.5 

— 

461 

466 

(1.0) 

409 

409 

— 

1.28 

1.27 

0.8 

3,995 

3,750 

6.5 

372 

324 

14.8 

2,474 

2,040 

21.3 

7,467 

7,092 

5.3 

23.53 

21.98 

7.1 


Quarterly Results 


$ in millions 

First 

Second 

Third 

Fourth 


1979 

1978 

1979 

1978 

1979 

1978 

1979 

1978 

Net sales. 

$3,628 

$4,072 

$4,254 

$4,485 

$4,528 

$4,459 

$5,104 

$4,930 

Cost of sales, buying and 
occupancy expenses. 

2,245 

2,610 

2,680 

2,862 

2,864 

2,745 

3,256 

3,087 

Selling and administrative expenses . . . 

1,165 

1,288 

1,304 

1,354 

1,352 

1,386 

1,475 

1,328 

Operating income from sales and 
services. 

218 

174 

270 

269 

312 

328 

373 

515 

Equity in net income of Allstate group. . 

97 

108 

122 

120 

123 

124 

119 

114 

Net income. 

150 

155 

194 

201 

212 

236 

254 

330 

Per share. 

.47 

.48 

.60 

.63 

.67 

.73 

.80 

1.02 

Dividends per share. 

.32 

.43 

.32 

.28 

.32 

.28 

.32 

.28 

Market price of common share 
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Message To Shareholders 


Sears results for 1979 reflect the eroding effects of 
inflation on the general merchandise business. 

Net income was $810.1 million compared with a record 
of $921.5 million a year ago. Earnings per share were 
$2.54, down 11.2 percent from the $2.86 per share 
reported for 1978. This is based on fewer shares 
outstanding, since the company has been purchasing its 
common shares in the open market. Net sales were 
$17.51 billion, 2.4 percent below the record of $17.95 
billion established in 1978. 

Although stringent economy measures reduced selling 
and administrative costs from a year ago, these savings 
were not enough to overcome the effect of reduced sales 
and the impact of higher interest rates. In addition, 
competitive conditions in the general merchandise 
business prevented full recovery of the cost imposed by 
the burden of inflation on inventory in 1979. 

The Allstate Group of companies contributed $461 
million or $1.45 per share to Sears earnings compared 
with $466 million or $1.44 per share a year ago. A full 
report on the Allstate Group begins on page 36. 

Dividends for the year totaled $1.28, one cent above the 
previous year. The quarterly dividend rate was increased 
from 32 cents to 34 cents per share in February 1980. 

First quarter 1980 developments 

On March 12, A. Dean Swift announced that he would 
retire as President and a director of Sears on April 8, after 
40 years with the company. He cited personal reasons, but 
plans to continue to be active for the company in civic, 
cultural and governmental matters. We thank him for his 
many contributions and dedication in a career that began 
in 1940. 

On April 8, the board of directors elected Edward A. 
Brennan President of Sears and Chief Operating Officer of 
the merchandising business. Mr. Brennan, 46, has been 
Executive Vice President—South and a director since 
1978. He joined the company in 1956, and has extensive 
experience at all levels, including service as a buyer and 
national merchandise manager at headquarters and as a 
store manager, general manager of metropolitan groups 
of stores and as a territorial officer. 

Succeeding Mr. Brennan as Executive Vice 
President—South is Thomas D. Neal, also elected on 
April 8, Mr. Neal, 54, had been general manager of the 
Chicago group of stores since 1976. Other changes in 
directors and officers are reported on page 51. 


Outlook for 1980 

Consumers have already sharply reduced purchases of 
homes, autos and gasoline, but have maintained spending 
on general merchandise such as home furnishings and 
apparel through the first three months of 1980. This is due 
in large part to high and still rising levels of employment 
and relatively modest increases in the prices of Sears-type 
merchandise. 

However, the prospects for the balance of 1980 for all 
sectors of industry have been darkened by high inflation 
and interest rates, with new restraints on the availability 
and cost of credit affecting consumers and businesses 
alike. 

We are hopeful that the looming economic slowdown 
and proposed Federal government budget for next year 
will help to establish a less inflationary environment for the 
economy in the years to follow. 

Sears is in a strong position to provide quality 
merchandise at attractive prices to consumers, and will 
continue to provide credit to its customers, including 
those who wish to open new accounts. In response to the 
government's call for tighter controls on credit, Sears will 
require increases in minimum monthly payments. 

New look at Sears 

Since 1976, following an intensive study of the company 
and its structure, major steps have been taken to prepare 
for new opportunities. 

The company’s growth as a merchandiser and insurer 
has been founded on the unique position Sears has 
earned in 94 years of providing goods and services to the 
American public. Opportunities for future growth will be 
based on this same foundation of customer acceptance. 

Our corporate direction is very clear. For a number of 
years, Sears has been a multi profit-center company. One 
operating entity has been the merchandising business. 
Another operating unit has been the Allstate Insurance 
Group. The formation of the Seraco Group, to manage our 
real estate business, created another major operating unit. 

Beginning with the first quarter of 1980, new financial 
reports now being developed will consolidate the major 
entities, including separate results related to extension of 
credit to our merchandise customers. These reports 
should facilitate investor understanding of the 
performance of these businesses. We believe these 
operating units provide the base for the corporation to 
achieve targeted earnings growth over the next five years. 
The business potential is there, the organization structure 
is sound and the management talent is in place. 

Each of these businesses will be expected to achieve 
new levels of performance and profitability. 
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The corporate role 

As the company moves to 
take advantage of new 
opportunities for growth, it 
will do so with a structure 
that can accommodate the 
management of diverse 
business units. The chief 
executive officer of Sears 
will be responsible for 
defining overall corporate 
goals, creating a strategy 
in which each of the units 
of the corporation must 
function, and monitoring 
results to ensure that each 
entity achieves its profit Mr. Telling 
potential. 

The review of each operating unit’s goals, plans, 
organization, staffing, and control systems wifi ultimately 
result in the allocation of resources—primarily money and 
people—to the businesses whose potential merits the 
investment. The Strategic Planning Committee will assist 
in determining the priorities for investment of corporate 
resources. 

Sears merchandising business 

The merchandising organization has made significant 
operating and merchandising adjustments in a difficult 
environment over the last 24 months. Mr. Brennan, 
serving as President and Chief Operating Officer will have 
responsibility for the day-to-day management of Sears 
merchandising company. A skilled administrator and 
outstanding merchant, he anticipates “working with the 
finest buying organization in our industry, and the most 
professional selling organization in our industry, toward a 
common goal. Headquarters buying and field selling units 
are structured to provide goods of improving quality and 
serviceability to our customers. We have a structure that is 
disciplined, but it also has the flexibility to respond to 
rapid changes in the marketplace.” 

The principles to which the men and women of Sears are 
dedicated never change: Providing quality merchandise 
and efficient service to the nation in attractive stores and 
catalogs. 


The Allstate Group 

This organization, under the leadership of Archie Boe, 
consists of Allstate Insurance Company and Allstate 
Enterprises Inc., both wholly owned by Sears, and their 
subsidiary companies. The insurance companies write all 
types of property-liability and life insurance throughout 
the United States and Canada and conduct specialized 
operations, in Mexico, Japan, Great Britain, Switzerland, 
Germany and the Netherlands. Also, Allstate has a large 
reinsurance operation and it writes both domestic and 
international business. 

Allstate has an enviable record in the personal lines 
insurance fields, and is diversifying into all the major lines 
of commercial insurance. An important factor to Allstate’s 
earnings is the ever-growing investment income on the 
companies' portfolios. 

The real estate group 

In December 1979, we announced formation of the Seraco 
Group to consolidate, coordinate and expand our already 
strong position in real estate development and related 
mortgage services businesses. 

Under the leadership of Preston Martin, former 
chairman of the Federal Home Loan Bank Board, the new 
group is committed to high performance standards based 
on the existing strengths of these businesses and their 
long-term growth potential. 

The Sears plus 

A special feature of this report, beginning on page 6, 
points to some of the fundamental strengths which make 
Sears the place Where America Shops for Value. 

We have a strong organization and an outstanding 
management team. The more than 424,000 men and 
women of Sears and its domestic subsidiaries, the 
339,000 shareholders and our 11,700 domestic 
merchandise suppliers can look forward with confidence 
to greater growth in the years ahead. 

Edward R. Telling u 

Chairman and Chief Executive Officer 


April 8, 1980 
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Fourth Quarter Results 


Net sales a record; income down. In the fourth quarter net 
sales rose 3.5 per cent to $5,104 billion. 

Net income declined $76 million to $254 million. 
Earnings amounted to 80 cents per share, down 21.6 per 
cent from the 1978 record of $1.02 per share. 

Fourth quarter operating income decreased 27.5 per 
cent to $374 million and represented 7.3 per cent of net 
sales compared with 10.5 per cent for 1978. Increases in 
selling prices were not adequate to offset the inflationary 
increases in the cost of merchandise sold. Finance 
charges on sold customer accounts and pension cost 
variations decreased operating income $30 million more 
than in the 1978 period. In addition, increased markdowns 
reduced gross margins and reserve adjustments for 
uncollectible accounts and employes hospitalization 
benefits were disproportionate to the 1978 quarter. 

The cost of sales, buying and occupancy expense ratio 
increased to 63.8 per cent from 62.6 per cent in 1978. The 
selling and administrative expense ratio was 28.9 per cent, 
up from 26.9 per cent in 1978. 

Interest expense in the fourth quarter was $189.9 
million, up 27 per cent from $ 149.5 million a year ago. This 
reduced net income six cents a share. 

In the fourth quarter, net foreign currency exchange 
losses were $4.9 million compared with losses of $2.8 
million in 1978. 

Allstate Group earnings were 38 cents per Sears share, 
up three cents. Allstate’s total net income for the fourth 
quarter rose to $118.7 million, an increase of $4.9 million 
from $113.8 million a year ago. The property-liability 
insurance operations resulted in a pre-tax underwriting 
loss (before investment income) of 0.4 per cent to 
premiums earned, or $4.9 million. This compared with 
$16.4 million of underwriting income for the fourth quarter 
of 1978, a margin of 1.4 per cent. 

Net investment income before income taxes rose 16.9 
per cent to $107.4 million for the fourth quarter compared 
with $91.9 million in the prior year period. The increase 
reflected both a greater amount of funds invested and a 
higher yield on the portfolio. Realized capital gains before 
income taxes totaled $2.1 million compared with $6.8 
million for the 1978 fourth quarter. 

Income from life insurance operations before income 
taxes was $18.1 million for the fourth quarter, up from 
$16.8 million in 1978. All insurance operations combined 
produced net income after income taxes totaling $113.2 
million for the fourth quarter, up $5.8 million from $107.4 
million. 

Net income from financial services was $5.6 million in 
the fourth quarter compared with $6.4 million the year 
before. Margins were squeezed by high interest rates on 
borrowed funds and savings accounts and certificates and 
by the competition for savings funds. 


Premiums written during the fourth quarter in property- 
liability insurance lines totaled $1,250 billion, an increase 
of $122 million from the year before. For this comparison, 
the 1978 amount was adjusted to eliminate the effect of 
the six month term for passenger auto insurance policies. 

Income of other companies decreased to $27.2 million 
from $47.2 million. Homart’s income before capital gains 
was $4.1 million compared with $2.7 million for the 1978 
quarter. Net income for Homart, including a $500,000 gain 
from sale of property, was $4.6 million compared with 
$20.7 million in the 1978 quarter, which included $18 
million gains from the sale of centers and property. 

International operations’ income was $23.3 million, 
compared with $24.1 million in the 1978 quarter. 

Equity in income of other Sears affiliated companies and 
dividends amounted to a loss of $700,000 compared with 
income of $2.4 million in the year-earlier quarter. 


The fourth quarter statement of income on the facing page should be read 
in conjunction with the summary of significant accounting policies on page 
14 and the information on pages 20-31. 
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Condensed Statements of Income Fourth Quarter 


Sears, Roebuck and Co. 


3 Months Ended January 31 

Per Cent 

$ in thousands 

1980 

1979 

Change 

Net sales (including finance charge revenues). 

$5,104,287 

$4,930,648 

3.5 

Cost of safes, buying and occupancy expenses .. 

3,255,291 

3,087,951 

5.4 

Selling and administrative expenses. 

1,475,422 

1,327,247 

11.2 

Operating income from safes and services. 

373,574 

515,450 

(27.5) 

Other income (loss). 

Equity in net income of 

9,134 

(2,980) 

— 

Allstate Group 




Allstate Insurance Company. 

113,161 

107,418 

5.3 

Allstate Enterprises, Inc. 

5,555 

6,414 

(13,4) 

Total Allstate Group. 

118,716 

113,832 

4.3 

Other unconsolidated subsidiaries and affiliates. 

27,224 

47,154 

(42.3) 


145,940 

160,986 

(9-3) 

General expenses 




Interest . 

189,883 

149,507 

27.0 

Contribution to Employes’ Profit Sharing Fund. 

25,136 

37,891 

(33.7) 

Income taxes. 

59,300 

156,180 

(62.0) 


274,319 

343,578 

(20.2) 

Net income... 

$ 254,329 

$ 329,878 

(22.9) 

Per share (average shares 317,580 and 323,179). 

$ .80 

$ 1.02 

(21.6) 

Allstate Insurance Company and Consolidated Subsidiaries 



3 Months Ended December 31 

Per Cent 

$ in thousands 

1979 

1978 

Change 

Net premiums written. 

. $1,250,067 

$ 858,352 

45.6 

Premiums earned... 

. 1,280,762 

1,184,013 

8.2 

Investment income, less investment expenses. 

. 107,398 

91,855 

16.9 


1,388,160 

1,275,868 

8.8 

Claims and claims expense. 

. 999,470 

895,277 

11.6 

Policy acquisition costs and operating expenses. 

. 236,753 

234,733 

0.9 

Premium and other taxes and fees... 

. 49,400 

37,652 

31.2 

Fhcome taxes . 

. 4,856 

11,581 

(58.1) 


1,290,479 

1,179,243 

9.4 

Income before equity in income of unconsolidated 

subsidiaries and affiliates and realized gains. 

Equity in income of unconsolidated subsidiaries 

. 97,681 

96,625 

1.1 

and affiliates (primarily life insurance subsidiaries). 

. 14,374 

6,031 

138.3 

Net realized capital gains, less income taxes. 

. 1,106 

4,762 

(76.8) 

Net income (a). 

. $ 113,161 

$ 107,418 

5.3 


(a) The determination of net income does not include unrealized net increases 
(decreases) in market value of marketable equity securities of $6,044 and $(53,031). 
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The Sears Plus 


The Sears Plus: Simply 
put, it is competitively- 
priced merchandise with 
good quality built in, 
backed by good service 
and sold by a company 
with a reputation for 
customer satisfaction. 
Without these ingredi¬ 
ents, low-priced mer¬ 
chandise is no bargain 
and certainly no value. 
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Giving customers good 
value was long on the 
mind of the company’s 
founding father, Richard 
Sears, who shaped the 
company from a small 
watch sales operation in 
1886 to a household 
word. But through the 
years, value came to 
mean something more 
precise. Now, in the lingo 
of modern merchants, it 
is the quotient of quality 
to price. Sears mer¬ 
chants are always trying 
to raise that quotient. 

To do that, they leave no 
stone unturned and no 
corporate resource 
untapped. 


1 Roger Blankstein, buyer, 
Thumbs Up Jeans. 


How do you reach a high 
value quotient? Sears 
buyers do it by offering 
customers excl usive 
products with more mer¬ 
chandise features at 
competitive prices. 

2 Diane Edwards, senior buyer, 
girls' apparel. 


Because most of the 
company’s merchandise 
is exclusively produced 
for it by manufacturing 
sources, buyers have 
the opportunity to build 
in quality. They have the 
help of the largest private 
merchandise testing 
laboratory in the world, 
a staff of professional 
market researchers and 
comparison shoppers 
and the aid and re¬ 
sources of a long¬ 
standing cadre of manu¬ 
facturing sources. 


3 Kim Duncan, buyer, microwave 
ovens. 















Value, Service and Satisfaction Guaranteed 


Evidence confirms that 
most consumers under¬ 
stand value. National 
samples of consumers 
consistently indicate 
that quality is still far 
more important in pur¬ 
chasing an appliance 
than price. And when it 
comes to consumers’ 
priorities on apparel or 
home fashion merchan¬ 
dise, price falls far lower 
than quality variables 
like “durability,” “easy 
care” and “value for the 
money” in consumers’ 
minds. 

4 Product sizing: Endurables 
Hosiery. 


We built quality and 
durability into our line of 
“Endurables” hosiery for 
women. Research told us 
women simply wanted a 
sheer stocking that lasts. 
One of our merchandise 
sources developed a 
more durable yarn that 
was transparent; another 
created a knitting tech¬ 
nique that would add to 
durability, without sacri¬ 
ficing sheerness. 


The end result was a 
panty hose-wear-tested 
by 400 women-which 
had an average wear life 
of more than 18 days 
compared with custom¬ 
ers’ usual perception of 
four to five wearings. 
About 70 per cent of the 
first purchasers of the 
product said they liked 
“Endurables” better than 
the hosiery they were 
currently wearing, and 
they planned to purchase 
them again. 

5 Product testing: the KS Auto 
Camera. 

6 Comparison shopping; 
Craftsman Tools. 


“Endurables” are just one 
of the company’s many 
exclusive products, built 
from customer needs and 
wants with quality and 
value as part of their 
design. 

7 Product testing: the DieHard 
Battery. 
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Value 


Here’s what value looks 
like. 

It’s Sears Best K en more 
Microwave Oven. It 
comes pre-programmed 
with 25 commonly-used 
cooking instructions and 
an electronic “memory” 
to hold an additional 55, 
putting 80 recipes or 
combinations within a 
finger’s touch of a control 
panel. It also has a sensor 
probe to put into food 
which shuts off the oven 
when the food is cooked 
and then keeps it warm 
until it’s served. 

8 Electronic Dashmate Car 
Stereo. 

9 Countertop Convection Oven. 


It’s a product that lets 
you cook an entire meal 
effortlessly with two or 
three dishes coming out 
hot and ready to serve at 
once. It is probably the 
simplest sophistication 
in cooking today. 


Or, Sears polyurethane 
foam-insulated Kenmore 
Power M is er 10 Water 
Heater. It provides up to 
175 percent more insula¬ 
tion effectiveness than 
standard fiberglass- 
insulated models. It’s the 
most energy-efficient 
model Sears has pro¬ 
duced. 

10 Diane Von Furstenberg 
Designs for the bed. 

11 Kenmore Power Miser 10 
Water Heater. 

12 Gamefisher Fiberglass Fishing 
Boat. 


Value in home fashions 
is the D iane Von 
Furstenberg Bedroom/ 

Bath C ollect ion... at 
affordable prices. This 
exclusive collection 
groups a coordinated 
look in draperies, bed¬ 
spreads, sheets, towels, 
shower curtains, lamps 
and other accessories. 

It gives a designer’s 
touch to the home 
without the designer 
prices. 
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Add a radio with a cas¬ 
sette or eight-track 
player to your car, and 
get more for less by 
doing it yourself. Modern 
micro-circuit technology 
makes possible Sears 
electronic digital in-dash 
car stereo-the Electro- 
nic Dashmate -for under 
$300. It has a sophisti¬ 
cated electronic tuner 
with a light emitting 

13 Roebucks Western Wear 
Coordinates. 


diode display that shows 
the exact frequency of 
AM and FM stations. And 
it’s engineered to fit into 
the dashboard of most 
late model cars without 
cutting, filing or drilling. 


Our Thumbs U p Je ans 
for men come in washed 
and unwashed denim 
and three different fits 
to let you choose your 
own lean and rugged 
look. Their special blend 
of cotton-and-polyester 
denim grows old beauti¬ 
fully. Since their intro¬ 
duction, sales have 
grown many-fold. With 
terrific Western styling 
and made-to-last con¬ 
struction, they’re offered 
at prices many dollars 
below competitive 
brands 





Just five examples of 
exclusive features, 
affordable prices and 
quality to boot. The 
simple formula for value 
at Sears. 



14 Winnie-the-Pooh Children's 
Apparel. 

15 Terry Separates from 
The Fashion Place. 

16 WeatherHandler Tire. 

17 Die Hard Work Boot. 
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Where America Shops 


Value . .. It’s found at 
Sears 3680 selling loca¬ 
tions nationwide. From 
our full-line department 
stores to our new smaller, 
full-line stores with self¬ 
select merchandise, to 
our catalog sales offices 
and independent mer¬ 
chants, to insurance 
policies from the “Good 
Hands” people at Sears 
and Allstate units 
nationwide. 


The Sears catalog-the 
“Wish Book” that gave 
the company its start- 
has united with the com¬ 
puter for a better way to 
order catalog merchan¬ 
dise. Called the cu stom er 
o rder entry system , it 


allows catalog sales¬ 
people to key a catalog 
order directly into a 
computer videoscreen to 
determine immediately 
if the merchandise is 
available. The system 
goes a long way towards 
eliminating ordering 
errors and delays and 
creates a lot more cus¬ 
tomer satisfaction with 


catalog ordering. As 
people turn increasingly 
to the convenience of 
catalog shopping, Sears 
computerized catalog 
system will be ready to 
aid them. 























Quality in product isn’t 
always visible in our cat¬ 
alogs or retail stores. 
Because it’s tied to a 
product’s performance, 
wear and durability, 
showing its face only 
after long use. 


The quality measure- 
and the payoff-comes 
when a satisfied custom¬ 
er returns to the store or 
catalog to buy another 
appliance or replace the 
old. Multiple appliance 
purchases at Sears by 
thousands of satisfied 
customers testify to our 
quality every day. 


Cheapening goods by 
cutting down on their 
product life or perfor¬ 
mance is one way to 
match a competitive 
price. It is not the Sears 
way. We believe that 
good quality at a good 
price represents the 
kind of value that cus¬ 
tomers have come to 
expect from us. 






















Service 


It’s a massive effort, all 
with a single aim-to help 
the company fulfill its 
promise, “We service 
what we sell.” Sears 
professionally managed 
service network has a 
fleet of more than 17,000 
service trucks, service 
centers in all major met¬ 
ropolitan areas and many 
smaller markets, compu¬ 
terized service records 
and several thousand 
trained service techni¬ 
cians. It is one of the 
company’s most vital 
operations, dedicated 
to keeping appliances 
Sears customers buy 
in top working order. 


It has come to be one of 
the reasons our cus¬ 
tomers shop for their 
appliances at Sears. 

In a recent national 
survey, consumers rated 
Sears highest for its 
repair service, of all retail 
outlets selling appli¬ 
ances. Good service 
encourages multiple 


appliance purchases 
from customers who 
know they can never 
move far away from the 
company’s 931 service 
centers nationwide. 

For small appliances, 
there is “Service While 
You Wait” at local service 
centers. For large appli¬ 
ances, there is home 
repair by the company’s 
specially trained service 
personnel. For repair 
parts, there is Sears 
repair parts service, 
keeping pace with the 
average life expectancy 
of all major appliances 
and in some cases well 
beyond that. 


We create what we sell, 
and then we service it. 
Our strong national 
service network assures 
our customers the last 
full measure of satis¬ 
faction they have learned 
to expect from us. 
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Satisfaction Guaranteed 


When Julius Rosenwald 
was the president of 
Sears in the early 1920s, 
a department manager 
walked into his office 
with a ragged-looking 
sweater. It had come 
from a woman who had 
bought the wool from 
Sears and then knitted 
it into a garment for her 
husband. He wore the 
sweater only 18 months, 
she wrote, before it took 
on its present shabby 
appearance. She felt that 
the wool from the catalog 
was clearly faulty. 


Without a moment’s 
hesitation, Rosenwald 
replied to the manager, 
“Send her another con¬ 
signment of wool.” Then, 
he dictated a letter to 
the woman expressing 
his personal regret that 
she had wasted so much 
time in knitting a gar¬ 
ment that had proved 
unsatisfactory. 


Although the story hap¬ 
pened more than a half 
century ago, its lesson is 
still one retailers world¬ 
wide remember. The 
woman who mailed in 
the sweater lived in a 
town of 300 people. 
Business from that town 
had never yielded Sears 
more than $50 a year. 
But in the year following 
the letter from Rosenwald 
and the new consign¬ 
ment of wool, company 
receipts from the town 
were more than $900. 



In other words, it pays to 
make a customer satis¬ 
fied. Literally. 

That policy now has a 
formal name: Satisfaction 
Guaranteed or Your 
Money Back. It is an 
important part of the 
way we do business. 

We think that policy, plus 
a reputation for service 
and a constant attention 
to value in our merchan¬ 
dise, gives us some 
plusses you won’t see in 
our financial results. 
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Summary of Significant Accounting Policies 


Basis of consolidation 

Sears, Roebuck and Co. is a retailer of a broad line of 
general merchandise. The financial statements include the 
accounts of Sears and all its wholly owned domestic 
subsidiaries directly related to retail distribution. The 
principal such consolidated subsidiaries are Sears 
Roebuck de Puerto Rico, Inc., and Sears Roebuck S. A. 
{Central America), in addition, wholly owned finance 
subsidiaries, principally Sears Roebuck Acceptance 
Corp., are consolidated. 

Investments 

The principal companies in which Sears ownership 
exceeds 20 per cent and which are carried at cost plus 
Sears equity in undistributed income since acquisition are: 
Allstate Insurance Company (wholly owned, page 36) 
Allstate Enterprises, Inc. {wholly owned, page 44) 

Homart Development Co. (wholly owned, page 46) 
International subsidiaries {70 to 100% owned, page 48) 
Simpsons-Sears Limited (40% owned-50% of 
voting stock, page 48) 

Roper Corporation (42% owned, manufacturer) 

DeSoto, Inc. (31% owned, manufacturer) 

Kellwood Company (22% owned, manufacturer) 
Universal-Rundle Corporation (59% owned, 
manufacturer) 

Except for the international subsidiaries, all of these com¬ 
panies operate principally in the United States and/or 
Canada. 

The investment in Allstate Insurance Company includes 
unrealized gains and losses on marketable equity 
securities. 

Inventories 

Substantially all domestic merchandise inventory is valued 
at the lower of cost (last-in, first-out-LlFO) or market by 
application of Bureau of Labor Statistics’ price indices to 
inventories at their selling values. 

Property and depreciation 

Sears provides depreciation principally by the straight-line 
method. Certain items in new, relocated, enlarged stores 
or major remodelings are written off within one year. 

The estimated useful lives for depreciation purposes are: 
major structures-25 to 50 years; parking space-10 to 20 
years; furniture and fixtures-6 to 10 years; and 
transportation equipment-3 to 8 years. 


Net income per share 

Net income per share of common stock is based on the 
average number of shares outstanding during each 
period. The dilutive effect resulting from the assumed 
exercise of outstanding stock options is not material. 

income taxes 

The investment tax credit is reflected as a reduction in 
current income taxes (flow-through method). 

Income tax expense is based upon the financial statement 
reported earnings. Deferred taxes arise due to differences 
in reporting of income for tax purposes. 

U.S. income and foreign withholding taxes are not 
provided on unremitted earnings of international 
companies which Sears considers to be permanent 
investments. The cumulative amount of unremitted 
earnings of $272 million at January 31, 1980, would 
require additional tax payments of approximately $39 
million, if remitted. 

Recognition of income 

Profit on merchandise sold on credit is included in consoli¬ 
dated income in the year of sale. In accordance with cus¬ 
tomary trade practices, uncollected balances which will 
become due after one year are included as current assets. 
Revenue from services to be performed over future 
periods is recognized over the time interval. The principal 
such items are maintenance agreement sales and finance 
charges on easy payment accounts. 

Equity in income of unconsolidated subsidiaries and 
affiliates is based generally upon Sears share of their 
reported earnings. Net income of insurance companies 
does not include unrealized changes in the market values 
of marketable equity securities. 

Expenses and intangibles 

Certain expenses have been reclassified; these 
reclassifications had no effect on previously reported net 
income. 

Expenses are charged to operations as incurred. The 
following are deferred, as indicated, to future accounting 
periods to achieve a better matching of costs and 
revenues: 

Production costs of major catalogs-over the revenue- 
producing lives of 2 to 6 months. 

Debenture discount and expense by the straight-line 
method-over the lives of the debentures, assuming 
minimum sinking fund requirements. 

The company expenses and funds the current costs of its 
pension plans. 
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Statements of Income 


$ in thousands 

Year Ended January 31 


1980 

1979 

Net sales (including finance charge revenues). 

Cost of sales, buying and occupancy expenses. 

Selling and administrative expenses. 

$17,514,252 

11,045,041 

5,296,050 

$17,946,336 

11,304,004 

5,355,984 

Operating income from sales and services. 

Other income. 

1,173,161 

7,336 

1,286,348 

6,460 

Equity in net income of 

Allstate Group 

Allstate Insurance Company 

In accordance with prescribed standards, unrealized net increases 
in market value of marketable equity securities of $79,372 and $36,466 

are not included in the determination of net income. 

Allstate Enterprises, Inc. 

433,762 

27,362 

436,816 

28,804 

Total Allstate Group. 

Other unconsolidated subsidiaries and affiliates. 

461,124 

67,680 

465,620 

100,681 


528,804 

566,301 

General expenses 

Interest . 

Contribution to Employes’ Profit Sharing Fund . 

Income taxes . 

625,713 

54,606 

218,900 

522,905 

72,181 

342,500 


899,219 

937,586 

Net income. 

Per share (average shares 319,045 and 322,375). 

$ 810,082 
$2.54 

$ 921,523 

$2.86 


See summary of significant accounting policies and the information on pages 20 through 31. 


Responsibility for financial statements. The financial 
statements, including the financial review and comments, 
and all other information in this annual report are the 
responsibility of management. The financial statements 
herein have been prepared from accounting records which 
management believes fairly and accurately reflect the 
transactions and financial position of the company. 
Management has established a system of internal control 
to provide reasonable assurance that assets are 
maintained and accounted for in accordance with its 
authorizations and that transactions are recorded 
accurately on the company’s books and records. 

The company’s comprehensive internal audit program 
provides for constant evaluation of the adequacy and 
effectiveness of the internal controls and measures 


adherence to management's established policies and 
procedures. The company’s formally stated and 
communicated policy demands of employes high ethical 
standards in their conduct of its business. 

The financial statements of the company have been 
examined by Touche Ross & Co., independent certified 
public accountants. Their opinion on the financial 
statements is on page 18 of this report. 

The Audit Committee of the Board of Directors is 
composed entirely of directors who are not employes of 
the company. The committee reviews audit plans, internal 
controls, financial reports and related matters and has 
unrestricted access to the public accountants and to the 
internal auditors with or without management attendance. 
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Statements of Financial Position 


$ in thousands 


Assets 

Current assets 

Cash. 

Receivables. 

Inventories. 

Prepaid advertising and other charges .. . 

Total current assets. 

Investments 

Allstate Insurance Company {cost $62,156) 
Other investments and advances . 

Property, plant and equipment. 

Deferred charges. 

Total assets . 


January 31 

1980 1979 


$ 283,908 

7,164,275 
2,651,509 
155,800 
10,255,492 

2,388,793 

1,049,110 

3,437,903 

2,712,806 

15,771 

$16,421,972 


$ 225,047 

6,779,631 
2,533,418 
138,025 
9,676,121 

2,053,654 

892,235 

2,945,889 

2,619,421 

20,68 1 

$15,262,112 


Liabilities 

Current liabilities 
Short-term borrowings 

Commercial paper . 

Banks . 

Agreements with bank trust departments 

Current maturity of long-term debt. 

Accounts payable and accrued expenses . . 
Unearned maintenance agreement income . 

Deferred income taxes. 

Total current liabilities. 

Deferred income taxes. 

Long-term debt. 

Total liabilities. 

Shareholders’ Equity . 


$ 

2,858,182 

$ 

2,462,646 


53,125 


211,977 


740,369 


808,705 


27,811 


73,784 


1,250,790 


1,134,349 


344,644 


303,604 


985,724 


931,047 


6,260,645 


5,926,112 


220,623 


204,150 


2,473,527 


2,040,243 

$ 

8,954,795 

$ 

8,170,505 

$ 

7,467,177 

$ 

7,091,607 


See summary of significant accounting policies and the information on pages 20 through 31. 
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Financial Position Detail 


$ in thousands 


Receivables 

Revolving charge/SearsCharge accounts. 

Easy payment accounts. 

Other accounts and notes, principally from customers and suppliers 

Less—unearned finance charges. 

allowance for uncollectible accounts. 

Other Investments and Advances 

Allstate Enterprises, Inc. (cost $181,465). 

International subsidiaries (cost $45,280 and $61,373). 

Simpsons-Sears Limited (cost $90,332 and $64,047). 

Homart Development Co. (cost $38,747 and $8,237). 

Other subsidiaries and affiliates (cost $63,779 and $59,692). 

Investments and advances (principally at cost) . 

Property, Plant and Equipment (at cost) 

Land. 

Buildings and improvements. 

Capitalized building leases . 

Furniture, fixtures and equipment. 

Total property, plant and equipment. 

Less accumulated depreciation. 

Accounts Payable and Accrued Expenses 

Accounts payable and accrued expenses. 

Federal income taxes accrued. 

Other accrued taxes . 

Long-Term Debt 
Sears, Roebuck and Co. 

9% Note, due 1981. 

4%% Sinking Fund Debentures, due 1983 . 

7%% Debentures, due 1985. 

6%% Sinking Fund Debentures, due 1993 . 

8 s /s% Sinking Fund Debentures, due 1995 . 

8% Sinking Fund Debentures, due 2006 . 

VA% Sinking Fund Debentures, due 2007 . 

Capitalized lease obligations. 

Sears Roebuck Acceptance Corp. 

Variable interest notes 

12.53% Notes, payable 13 months after demand. 

14% Note, payable 400 days after demand. 

5% Debentures, due 1982 . 

8 3 /s% Subordinated Debentures, due 1986 . 

9Vs% to 9 3 A% Notes, due 1982-1989. 

9%% Notes payable, due 1984-1991 . 

Sears Overseas Finance N.V. 

9% Guaranteed Notes, due 1982 . 

6.5% Yen Bonds, Series No. 1, due 1984 . 


January 31 

1980 1979 


$5,984,720 

1,088,346 

263,242 

7,336,308 

75,044 

96,9 89 

$7,164,275 

$ 327,735 

133.988 

210.988 
142,220 
168,250 

65,929 

$1,049,110 

$ 293,054 
2,519,409 
209,803 
1,61 0,151 
4,632,417 
1,919,611 

$2,712,806 

$ 970,182 
30,517 
250,091 

$1,250,790 


$ 50,000 

102,000 
250,000 
73,500 
107,400 
250,000 
300,000 
132,118 


600,000 

25,000 

50,000 

125,000 

109,315 

65,494 

150,000 

83,700 

$2,473,527 


$4,810,063 

1,816,972 

39 5,040 

7,022,075 

155,839 

86,605 

$6,779,631 

$ 300,373 
141,575 
170,656 
98,211 
162,554 
18,866 

$ 892,235 

$ 298,424 
2,417,182 
218,773 
1, 470,34 4 
4,404,723 
1,785 ,302 

$2,619,421 

$ 780,482 
112,741 
241,12 6 

$1,134,349 

$ - 
118,000 
250,000 
78,000 
111,800 
250,000 
300,000 
132,443 


600,000 

25,000 

50,000 

125,000 


$2,040,243 
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Statements of Shareholders’ Equity 


$ in thousands 


Year Ended January 31 



1980 

1979 

1980 

1979 

Preferred Stock; Authorized 50,000,000 Shares, 

$1.00 Par Value, None Issued 

Common Stock (Including Capital in Excess of Par Value) - 
$.75 Par Value, 500,000,000 Shares Authorized; Issued as 
Follows: 

Balance, beginning of year. 

Issued to Profit Sharing Fund. 

Issued under Incentive Compensation Plan. 

Stock options exercised. 

Dividends reinvested. 

Equity in capital transactions of Simpsons-Sears Limited. 

(shares) 

324,051,029 321,871,767 

— 1,817,888 
61,700 

— 1,890 

731,332 359,484 

$ 862,377 

1,184 

14,110 

299 

$ 813,774 
39,999 

49 

7,751 

804 

Balance, end of year. 

324,844,061 

324,051,029 

877,970 

862,377 

Retained Income 

Balance, beginning of year. 

Net income . 

Dividends to shareholders ($1.28 and $1.27 per share) ... 



6,262,425 

810,082 

(408,615) 

5,750,175 

921,523 

(409,273) 

Balance, end of year. 



6,663,892 

6,262,425 

Treasury Stock (at cost) 

Balance, beginning of year. 

Shares purchased... 

Balance, end of year. 

(1.419.500) 
(6,097,000) 

(7.516.500) 

(1,419,500) 

(1,419,500) 

(29,780) 

(120,862) 

(150,642) 

(29,780) 

(29,780) 

Unrealized Net Capital Gains (Losses) on Marketable Equity 
Securities of Allstate Insurance Company and 
Consolidated Subsidiaries (see pages 36-43): 

Balance, beginning of year. 

Unrealized increases. 



(3,415) 

79,372 

(39,881) 

36,466 

Balance, end of year... 



75,957 

(3,415) 

Total Shares Outstanding and Shareholders’ Equity. 

317,327,561 

322,631,529 

$7,467,177 

$7,091,607 


See summary of significant accounting policies and the information on pages 20 through 31. 


Report of Certified Public Accountants 

To the Shareholders and Board of Directors of Sears, 
Roebuck and Co.: 

We have examined the Statements of Financial Position 
of Sears, Roebuck and Co. and consolidated subsidiaries 
as of January 31, 1980 and 1979, and the related 
Statements of Income, Shareholders’ Equity and Changes 
in Financial Position for the years then ended. Our 
examinations were made in accordance with generally 
accepted auditing standards and, accordingly, included 
such tests of the accounting records and such other 
auditing procedures as we considered necessary in the 
circumstances. 


In our opinion, the financial statements referred to 
above present fairly the financial position of Sears, 
Roebuck and Co. and consolidated subsidiaries at 
January 31, 1980 and 1979, and the results of their 
operations and changes in their financial position for the 
years then ended, in conformity with generally accepted 
accounting principles applied on a consistent basis. 



to*- 
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Chicago, Illinois, April 8, 1980 













































Statements of Changes in Financial Position 


$ in thousands 

Sources of Working Capital 

Net Income. 

Depreciation-owned assets. 

capital leases. 

Deferred income taxes. 

Stock issued to Profit Sharing Fund. 

Stock issued under Incentive Compensation Plan. 

Undistributed net income of unconsolidated subsidiaries . . 
Unrealized currency exchange gain of consolidated entities 

From operations. 

Stock options exercised and dividends reinvested . 

Proceeds from long-term debt issues. 

Change in 13-month and 400-day notes. 

Uses of Working Capital 

Cash dividends to shareholders. 

Treasury stock purchased. 

Additions to owned property, less dispositions. 

Capital leases (net). 

Long-term debt reduction. 

Reduction in capital lease obligations. 

Changes in investments and deferred charges. 


Increase in Working Capital. 

Changes in Working Capital Components 

Current assets 

Cash. 

Receivables. 

Inventories . 

Prepaid advertising and other charges 
Increase in current assets. 

Current liabilities 
Short-term borrowings 

Commercial paper . 

Banks . 

Agreements with bank trust departments 

Current maturity of long-term debt. 

Accounts payable and accrued expenses .. 
Unearned maintenance agreement income. 

Deferred income taxes. 

Increase (decrease) in current liabilities.. 

Increase in Working Capital. 

Working Capital (at January 31). 


Year Ended January 31 

1980 

1979 

$ 810,082 

$ 921,523 

209,459 

201,949 

8,158 

7,538 

16,473 

31,011 

— 

39,999 

1,184 

— 

(324,341) 

(389,508) 

(6,842) 

— 

714,173 

812,512 

14,110 

7,800 

473,673 

— 

— 

125,000 

1,201,956 

945,312 

408,615 

409,273 

120,862 

29,780 

303,102 

295,901 

7,900 

(1,834) 

28,285 

65,340 

325 

9,712 

88,029 

(29,939) 

957,118 

778,233 

244,838 

167,079 

58,861 

(12,335) 

384,644 

108,229 

118,091 

(92,652) 

17,775 

31,204 

579,371 

34,446 

395,536 

(123,405) 

(158,852) 

(192,959) 

(68,336) 

90,747 

(45,973) 

43,311 

116,441 

9,636 

41,040 

26,635 

54,677 

13,402 

334,533 

(132,633) 

244,838 

167,079 

$3,994,847 

$3,750,009 


See summary of significant accounting policies and the information on pages 20 through 31. 
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Financial Review and Comments 


Financial information of principal unconsolidated 
entities. The financial statements of Allstate Insurance 
Company and consolidated subsidiaries; condensed 
financial statements of Allstate Enterprises, Inc. and 
consolidated subsidiaries; Homart Development Co.; 
Simpsons-Sears Limited, and Sears international 
subsidiaries are included in this annual report. 

Selected quarterly financial data for the two years 
ended January 31,1980, and certain statistical data in this 
financial review are unaudited. 

Sales in 1979 were $17.5 billion, down $432 million or 2.4 
per cent. Sales improved in the last half after registering 
decreases in the first and second quarters. Fourth quarter 
sales passed $5 billion for the first time. 

Net Sales billions 

Change 


Quarter 

1979 

1978 

Amount 

Per Cent 

First. 

. . $ 3.628 

$ 4.072 

$ 

(.444) 

(10.9) 

Second.... 

4.254 

4.485 


(.231) 

(5.2) 

Third. 

4.528 

4.459 


.069 

1.6 

Fourth .. .. 

5.104 

4.930 


.174 

3.5 

Year. 

. . $17,514 

$17,946 

$ 

(.432) 

(2.4) 


The percentages indicating the origin or classification of 
company net sales for the past two years follow: 

1979 1978 


General merchandise sales (including 
catalog counter sales in stores of 
9.9%, and 10.8% and other catalog 


sales of 9.4% and 9.5%). 

. 89.3% 

90.0% 

Industrial sales. 

. 2.2 

1.9 

Repair services. 

. 3.1 

2.9 

Finance charge revenues. 

. 5.4 

5.2 

Total net sales. 

. 100.0% 

100.0% 


Merchandise net sales in stores decreased 2.9 per cent 
for all units and 4.0 per cent for comparative units. Net 
sales of durable merchandise decreased 2.0 per cent; 
non-durables declined 4.6 per cent. Durables represented 
65.9 per cent of 1979 merchandise net sales; non¬ 
durables 34.1 per cent. 

Retail unit merchandise net selling space and sales per 
square foot are shown below: 

1979 1978 



Net 

Sales 

Net 

Sales 


selling 

per 

selling 

per 

Retail Units 

space* 

sq.ft. 

space* 

sq. ft. 

Full line stores. 

38.3 

$241 

37.7 

$247 

Medium size stores . . 

16.2 

227 

16.1 

240 

Hard line stores. 

1.4 

296 

1.5 

299 

Other units. 

2.3 

298 

2.5 

311 


*in millions of square feet 


Per share net income dollars 



Net sales of Sears unconsolidated international 
operations in Canada, Latin America and Spain rose 
$116 million in 1979. International operations are reviewed 
on pages 48-49. 

Net income was $810 million, down $111.4 million. 

Earnings per share declined 11.2 per cent to $2.54, a 
decrease of 32 cents per share based upon average 
shares outstanding of 319 million and 322.4 million for the 
1979 and 1978 fiscal years. Per share earnings for each 
quarter follow: 


Quarter 

1979 

1978 

Change 

First . 

. $ .47 

$ .48 

$(.01) 

Second . 

.60 

.63 

(.03) 

Third. 

.67 

.73 

(.06) 

Fourth. 

.80 

1.02 

(-22) 

Year. 

. $2.54 

$2.86 

$(.32) 
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Below: Operating territories’ 1979 and 1978 gross sales volume and the number of stores by state. 



Operating income from sales and service was $1,173 
million, down $113 million from 1978. The ratio of operating 
income to net sales for the year 1979 was 6.7 per cent, 
down from 7.2 per cent for 1978. Operating income 
improved in the first and second quarters but declined in 
the second half. Stringent economy measures reduced 
selling and administrative costs from a year ago. However, 
these savings were not enough to overcome the effect of 
reduced sales. The sale of certain consumer credit 
obligations, undertaken in a continuing program to 
counter the impact of fluctuating interest rates, reduced 
finance charge income $69 million more than in 1978 and 
prevented even greater interest expense. In addition, 
competitive conditions in the general merchandise 
business during 1979 prevented full recovery of the cost 
imposed by the burden of inflation on inventory. The cost 
of sales, buying and occupancy ratio increased to 63.1 per 
cent from 63 per cent for 1978. The selling and 
administrative expense ratio rose to 30.2 per cent from 
29.8 per cent. 


Quarterly operating income was as follows: 


Quarter millions 

1979 

1978 

Change 

First . 

. $ 218 

$ 174 

$ 44 

Second . 

..... 270 

269 

1 

Third. 

. 312 

328 

06) 

Fourth. 

. 373 

515 

042) 

Year.. 

. $1,173 

$1,286 

$(113) 


Earnings of unconsolidated companies amounted to 
$1.66 per share, down 10 cents. Sears share in the income 
of unconsolidated companies decreased 6.5 per cent to 
$529 million from $566 million in 1978. The wholly owned 
Allstate Group, insurance operations and financial 
services, contributed $1.45 per share to Sears earnings, 
up one cent from $1.44 per share for 1978. 

The property-liability insurance operations of Allstate 
incurred a pre-tax underwriting loss of $55 million com¬ 
pared with income of $113 million for 1978. Net invest¬ 
ment income before taxes increased to $396 million for 
1979, up $62 million from 1978. Realized capital gains 
before income taxes were $42.5 million, up from $22.5 
million in 1978. 

Life insurance premiums totaled $258 million, an 
increase of $24 million from 1978. Net income from life 
insurance operations was $56.4 million compared with 
$45.1 million for the year 1978. 
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Financial Review and Comments, continued 


Net income of Allstate Enterprises was $27.4 million 
compared with $28.8 million in 1978. Revenues earned 
rose $61 million to $385 million. Allstate Group results are 
covered on pages 36-45. 

Sears earnings from international operations were 
$46.7 million compared with $43.3 million in 1978. In 
Canada, equity in income of Simpsons-Sears was $23.5 
million compared with $18 million. In Latin American 
countries, our share in the earnings of subsidiaries was 
$16.3 million, down $4 million. In Europe, the net income of 
Sears subsidiaries was $6.9 million compared with $5 
million for 1978. 

Net income of Homart Development Co., our wholly 
owned developer and operator of shopping centers, was 
$13.5 million compared with $40.7 million in 1978. 
Homart’s net income included capital gains of $ 1.4 million 
in 1979 and $33.9 million in 1978. Homart’s operations are 
reviewed on pages 46-47, 

Other equity income amounted to $7.5 million 
compared with $16.7 million in 1978. 

Net foreign currency exchange gains and losses 

included in 1979 net income were gains of $5.2 million for 
Sears and losses of $4.7 million for unconsolidated 
subsidiaries compared with exchange losses of $0.2 
million and $7.7 million, respectively, in the year 1978. 

Advertising expense for newspapers, TV, radio, and other 
media, excluding catalog costs, was $491 million in 1979 
down from $529 million in 1978- 

Depreciation expense, including $8 million amortization 
of capitalized leases, was $218 million, an increase of $9 
million from $209 million in 1978. 

Repairs and maintenance to plant and equipment were 
$170 million in 1979 and $153 million in 1978. 

Sears interest expense increased $103 million, which 
reduced earnings 16 cents per share. The effect of 
substantially higher interest rates during 1979 more than 
offset a decrease in average borrowings. The average rate 
of interest on total debt was 10.2 per cent in 1979, up from 
8.1 per cent in 1978. 


1979 taxes totaled $637 million, down $127 million. Direct 
taxes to federal, state and local governments were as 
follows: 


millions 

1979 

1978 

Change 

Income. 

.... $219 

$343 

$(124) 

Payroll. 

.... 283 

281 

2 

Property. 

.... 102 

103 

(D 

Other. 

.... 33 

37 

(4) 

Total Direct taxes. 

.... $637 

$764 

$(127) 


Federal and state income taxes on current operations 
include: 


millions 

1979 

1978 

Current portion. 

$201 

$335 

Investment tax credit (flow-through 



method).. 

(20) 

(19) 

Deferred tax expense- 



Current 



Installment sales. 

15 

(34) 

Receivable reserves . 

35 

31 

Pension expense. 

(29) 

— 

Finance charges. 

23 

— 

Maintenance agreement income. 

(16) 

(6) 

Other. 

(5) 

8 

Long-term 



Depreciation . 

16 

18 

International subsidiary earnings .... 

— 

5 

Other . 

(D 

5 

Total deferred. 

38 

27 

Financial statement income tax provision . 

$219 

$343 


The financial statement tax expense for 1979 and 1978 
includes state income tax expense of $18 million {$3 
million deferred) and $42 million ($2 million deferred), 
respectively. A reconciliation of effective rates, based 
upon income before taxes and equity in net income of 
unconsolidated subsidiaries, with the statutory federal tax 
rate is: 

1979 1978 


Statutory federal income tax rate . 46.0% 47.8% 

State income taxes, 

net of federal income taxes. 2.0 3.1 

Investment tax credit (flow-through 

method). (4.0) (2.7) 

Miscellaneous items. (.2 ) .9 

Effective income tax rate. 43.8% 49.1% 
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Pension plan expense increased $13.6 million; Profit 


Sharing contribution declined $17.6 million. 

Sears expenses for retirement plans were as follows: 

millions 

1979 

1978 

Increase 

(Decrease) 

Pension plan expense .... 

$186.3 

$172.7 

$ 13.6 

Profit Sharing contribution. 

54.6 

72.2 

(17.6) 

Total retirement plans* . 

$240.9 

$244.9 

$ (4.0) 


* in addition, Allstate and its domestic subsidiaries participate in 
Profit Sharing and Allstate maintains its own pension plans. 

Pension benefits are based on length of service, 
average annual compensation, and Social Security 
benefits. All full-time employes, and certain part-time 
employes, are eligible to participate after completing the 
age and service requirements. 

An additional plan ensures that retired employes can be 
paid their total accrued benefits under the Rian benefit 
formula; however, annual benefit payments in the 
aggregate from both plans may not exceed the greater of 
50 per cent of final average annual compensation or the 
ERISA limit, currently $110,625. 

The actuarially computed value of vested benefits and 
accrued benefits at the latest actuarial valuation date 
exceeded the value of the pension plan’s assets at January 
31, 1980, by $53 million and $83 million, respectively. 
Such excess of vested benefits and accrued benefits 
represent the unfunded portion of the actuarially 


computed present value of pension benefits which 
employes are entitled to based upon length of service 
assuming termination of the plan (vested benefits), and 
have accrued irrespective of vesting provisions of the plan 
(accrued benefits). The pension benefits guaranteed by 
law are fully funded. 

The company uses the entry age normal actuarial 
method for computing its pension costs. The entry age 
normal cost method of funding produces substantially 
greater past service costs than other actuarial techniques. 
The unfunded past service cost computed under this 
method was $906 million at January 31, 1980. 

The Savings and Profit Sharing Fund of Sears Employes 
was established in 1916. At December 31, 1979, 267,749 
regular and qualified part-time employes of Sears, Allstate 
and certain wholly owned domestic subsidiaries were 
participants in the Fund. The company contributes six per 
cent of consolidated net income, as defined, before 
federal income taxes and profit sharing contributions. 

Copies of the current Summary Plan Descriptions and 
Summary Annual Reports for both the Savings and Profit 
Sharing Fund of Sears Employes and the Sears Pension 
Plan are available upon written request to: 

Director of Investor Relations 
Department 768X-33rd Floor 
Sears, Roebuck and Co. 

Sears Tower 
Chicago, Illinois 60684 


Condensed financial statements of The Profit Sharing Fund and Sears Pension Plan are shown below: 


Financial Position 

millions 


Sears common stock at market value: 
1979-68,969,001 @ $18 per share; 
1978-67,449,065 shares @ $19 3 A per share 
General investments- 

Short-term investments. 

Long-term bonds, notes and other obligations .. 

Preferred stocks . 

Common stocks. 

Members ownership or reserved for future benefits 

Changes in Assets 

millions 

Total assets at beginning of year. 

Contributions from- 

Members . 

Employing companies. 

Investment income (net). 

Gain on sale of general investments. 

Market appreciation (depreciation) - 

Sears stock . 

General investments. 

Members’ withdrawals or pensions paid. 

Total assets at end of year. 


The Savings and Profit Sharing 

Fund of Sears Employes Pension Plan 

Decernber 31 Decernber 31 


1979 

1978 

1979 

1978 

$1,241 

$1,332 

— 

— 

201 

272 

$240 

$223 

93 

78 

1 

395 

150 

77 

565 

303 

143 

$2,100 

$2,078 

$693 

$443 

$2,078 

$2,641 

$443 

$261 

135 

144 

_ 

—_ 

62 

82 

186 

187 

133 

126 

39 

18 

9 

2 

5 

6 

(115) 

(542) 

-— 

—- 

110 

11 

51 

(4) 

(312) 

(386) 

(31) 

(25) 

$2,100 

$2,078 

$693 

$443 
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Financial Review and Comments, continued 


Credit sates in 1979 were $10.95 billion. The ratio of credit 
sales to gross sales was 57.7 per cent, up from 55.6 per 
cent in 1978. Sears continued to convert customers 
revolving charge and easy payment accounts to the 
SearsCharge plan. 

The number of credit accounts and average balances at 
year-end were: 


Number of 

Accounts Average 

millions balances 

1979 1978 1979 1978 


SearsCharge. 23.0 21.6 $296 $253 

Easy payment. 2.9 4,4 375 413 

Total. 25.9 26.0 304 280 


The total number of accounts at year-end 1979 
decreased slightly due to combining accounts of 
customers who previously maintained both credit plans. 

Sears sells, without recourse, the transactions arising in 
selected SearsCharge accounts. As of January 31, 1980 
and 1979, the aggregate outstanding balance in such 
accounts was $811 million and $643 million, respectively. 
Receivables are sold at a discount, the purchaser receives 
all cash collections, and Sears is paid a fee for 
administering the accounts sold. The discount and the 
administrative fee for future purchases are established 
periodically by the purchasers. Under certain 
circumstances, Sears may cease selling receivables and 
may repurchase those previously sold on 30 days’ notice 
at their then fair value. 

In certain locations, Sears also sells other customer ac¬ 
counts receivables. The aggregate of such accounts sold 
at January 31, 1980 and 1979 was $133 million and $136 
million, respectively. 


Customer accounts receivable, excluding balances 
sold, were $7,073 billion at year-end and included 
balances due after one year of $1,812 billion. Collection 
experience for 1979 compared satisfactorily with past 
results. At year-end, 1.03 per cent of accounts were 
delinquent three or more monthly payments compared 
with 0.93 per cent the year earlier. Defaulted accounts 
{less than one full monthly payment received during the 
previous six months) represented three hundredths of one 
per cent of total accounts. The allowance for uncollectible 
account balances was $97 million at year-end, and is 
adequate, based on experience. 


Charged-off accounts after recoveries and the related 
percentage to credit sales for the past five years were: 

Charged-off Per cent to 


Year^ minions accounts credit sales 

1979*. $69 0.71 

1978*. 55 0.52 

1977 . 47 0.45 

1976 . 48 0.54 

1975 . 54 0.68 


‘Excludes accounts sold. 

1979 income from credit operations declined 
substantially. Double-digit inflation and an increase in 
Sears average cost of borrowed funds to 10.2% in 1979 
from 8.1% in 1978 adversely affected the costs of 
extending and maintaining credit in 1979. Finance charge 
revenues included in net sales were $951 million and $929 
million for 1979 and 1978, respectively. The fee received 
for administering sold accounts, $44 million in 1979 and 
$6 million in 1978, has been recorded as a recovery of 
costs. Direct credit expenses, excluding interest, taxes 
and expenses in stores were $257 million in 1979 and $242 
million in 1978, and provisions for uncollectible accounts 
were $80 million and $64 million, respectively. 

Merchandise inventories were $2,652 billion at year-end, 

compared with $2,533 billion the previous year. 
Merchandise on order at year-end was $4.04 billion, up 
from $3.31 billion at January 31, 1979. The company 
employs the last-in, first-out (LIFO) method of inventory 
valuation for substantially all domestic inventories 
because the LIFO method results in a better matching of 
costs and revenues. Users of financial statements may 
find it helpful to know that the LIFO charge to cost of sales 
to eliminate the effect of inflation was $ 148 million in 1979 
and $69 million in 1978. If the physical quantity of goods in 
inventory at January 31,1980 and January 31,1979 were 
to be replaced, the expenditure of funds required would 
exceed the amounts reported by approximately $440 
million and $250 million, respectively. 

Investment in Canadian affiliate increased. In September 
1979, Sears purchased 4.4 million shares of Simpsons- 
Sears Limited voting common stock for a total of $26.3 
million. This increased Sears investment in Simpsons- 
Sears to $90.3 million at cost which represents 
approximately 50 per cent of the voting stock {40 per cent 
of the Simpsons-Sears total equity). 
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Capital additions increase to $372 million. The company 
invested $263 million for the expansion and improvement 
of facilities; $109 million was spent for normal replacement 
of equipment. Additionally, our landlords spent $119 
million for stores and other properties leased to Sears. 
Funds allocated to merchandising operations were $351 
million, up from $304 million in 1978. 

At January 31, 1980, the company’s commitment for 
capital expenditures for new and enlarged facilities was 
$288 million for the period 1980-82. 


Sears opened 28 new stores in 1979. Fourteen of the 
stores are company-owned and make up 60 per cent of 
new store space opened. Analysis of the number of retail 
stores opened, closed and reclassified during 1979 
follows: 

Medium Hard 



Full Line 

Size 

Line 

Total 

New markets. 

2 

4 

1 

7 

Relocations. 

9 

11 

1 

21 

Total opened . 

11 

15 

2 

28 

Closed. 

(5) 

(18) 

(8) 

(31) 

Reclassified. 

— 

JI) 

2 

1 

Increase (decrease) . 

6 

(4) 

(4) 

(2) 

Units in operation 
at end of year .... 

373 

369 

122 

864 


Sears replaced 21 of the 31 closed stores with modern 
units in the same shopping communities. We expect these 
new stores to contribute to future sales and profit goals. 
Additions to the retail system totaled 3.9 million square 
feet of gross space. The net addition after adjusting for 
closings was 1.3 million square feet. 

Retail space at year-end was: 


occupied under short-term leases. Approximately 60 per 
cent of major retail distribution warehouse space is 
company-owned. Sears Tower in Chicago, the territorial 
office buildings, and the 14 catalog merchandise 
distribution centers, except for certain new additions, are 
owned by the company. 

Sears property account, including capitalized financing 
leases, reached $2,713 biffion, an increase of $94 million. 


Changes in Property-Net 

millions 1979 1978 

Beginning of year. $2,619 $2,535 

Capital additions. 372 324 

Depreciation. (218) (209) 

Dispositions, net of depreciation. (60) (31) 

Net increase for the year. 94 84 

End of year. $2,713 $2,619 


Operating and capital lease obligations are based upon 
contractual minimum rates and for certain stores, amounts 
in excess of these minimum rates are payable based upon 
specified percentages of sales. Operating lease rentals 
were $148 million for 1979 and $146 million for 1978, 
including contingent rentals of $34 million for 1979 and 
$37 million for 1978. Certain of these operating (eases are 
in connection with transactions involving leveraging and 
other financial concepts. Contingent rentals on capital 
leases were $7 million for 1979 and $6 million for 19 78. 
Certain of the leases include renewal or purchase 
provisions at the company’s option. 

Minimum fixed lease obligations, excluding taxes, 
insurance and other expenses payable directly by the 
company, for leases in effect as of January 31,1980, are: 


Gross Square Feet 

millions 


Retail Units 

1979 

1978 

Change 

Full line stores. 

_ 78.3 

77.2 

1.1 

Medium size stores . 

_ 29.9 

29.6 

.3 

Hard line stores. 

_ 3.1 

3.2 

(•1) 

Other units. 

_ 4.0 

4.0 

—- 

Total . 

_ 115.3 

114.0 

1.3 


During 1979, Sears completed major additions to four of 
its 14 catalog merchandise distribution centers. This 
expansion added more than 1.7 million square feet to 
distribution center operations. 

Sears owns 291 of its full line stores and 103 of the 
medium size stores. All of the hard line stores are leased. 
Most of our 1,331 merchandising sales offices are 


Capital Operating 


minions Leases Le ases 

1980 . $ 22 $ 71 

1981 . 22 56 

1982 . 20 45 

1983 . 19 39 

1984 . 17 28 

after 1984 . 217 282 

Minimum payments. $317 $521 


Executory costs (principally 

taxes to be paid by the lessor). 66 

Implicit interest. 112 


Present value of net 

minimum lease payments. $139* 


includes $132 million of long-term obligations. 
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Financial Review and Comments, continued 


Sears five-year expansion plan includes 250 new stores 
plus supporting facilities. The $1.8 billion plan for 
1980-1984 represents an increase of approximately 40 
per cent in the rate of expansion from the recent past. We 
have budgeted funds based on research which identifies 
growing market areas. The five-year plan includes 103 full 
line department stores, 126 medium size stores and 21 
hard line stores. We expect to locate 85 stores in new 
market areas and to replace 165 existing stores in the 
same market areas. The number of stores to be opened 
will accelerate in 1981 and 1982. 

Capital additions and improvements for 1980 are 
expected to exceed $400 million. In 1980, Sears plans to 
open 38 new retail stores, including 17 full line department 
stores. Some of the retail stores, major distribution 
centers and warehouses will be operated under leases 
involving leveraging and other financial concepts. 

Sears Roebuck Acceptance Corp. is a wholly owned 
consolidated subsidiary. Sears meets a portion of the 
short-term borrowing requirements of its merchandising 
business in the United States with funds obtained from the 
sale of short-term notes to SRAC. The Acceptance Corp. 
obtains substantially all of its funds from the direct 
placement of commercial paper notes in the open market, 
demand borrowings under agreements with bank trust 
departments (master notes) and variable interest rate 
notes placed privately with bank trust departments 
(payable 13 months after demand) and bank commercial 
departments (payable 400 days after demand). A 
condensed statement of S RAC’s financial position follows: 


millions 

Notes of Sears, Roebuck and Co. 
Cash and other assets. 

Total assets. 

Short-term debt. 

Other liabilities. 

Long-term debt- 

notes . 

senior debentures. 

subordinated debentures 
Shareholder’s equity. 

Total liabilities and equity 


January 31 


1980 

1979 

$5,936 

$5,125 

5 

3 

5,941 

5,128 

3,599 

3,272 

82 

63 

950 

625 

50 

50 

125 

125 

1,135 

993 

$5,941 

$5,128 


Short-term borrowings. At January 31, 1980, the 
company had unused lines of bank credit approximating 
$3.5 billion of which approximately $500 million is also 
available for use by an unconsolidated subsidiary. The 
credit lines are renewable annually at various dates and 
provide for loans of varying maturities at the prime rate. 
There are no formal or informal compensating balance 
arrangements with any of the banks. 


Information covering short-term borrowings which 
include commercial paper and other borrowings from 
banks and bank trust departments is as follows: 


millions 1979 1978 

Average borrowings. $3,737 $4,356 

Average interest rate for year . 11.3% 8.2% 

Maximum during year (month-end) ... $4,110 $4,840 

Average interest rate at year-end .... 13.1% 10.2% 


Working capital increased $245 million to $3,995 billion 
at year-end. Current assets of $10,256 billion covered 
current liabilities of $6,261 billion 1.64 times. The sources, 
uses and changes in working capital are detailed in the 
statement of changes in financial position on page 19. 

Long-term debt outstanding was $2,474 billion compared 
with $2,040 billion at year-end 1978. In February 1979, 
Sears Overseas Finance N.V. (SOFNV), a wholly owned 
consolidated subsidiary of Sears, sold $150 million, 9% 
Guaranteed Notes due 1982. In March 1979, SOFNV sold 
$95.5 million (20 billion yen), 6.5% Yen Bonds Series No. 1 
due 1984. The principal and interest on the Notes and 
Bonds are guaranteed by Sears. Also, in March 1979, 
Sears borrowed $50,000,000 from a European bank and 
contributed the funds to the capital of SOFNV. 

In the second quarter of 1979, Sears Roebuck 
Acceptance Corp. sold $106 million of its Medium-Term 
Notes, due from 2 to 10 years from date of issue, to certain 
institutional investors and issued $69 million of notes due 
1984-1991 to insurance companies. Long-term debt is 
detailed on page 17. 

Certain indentures provide that the company cannot 
take certain actions, including the declaration of cash 
dividends, which would cause its unencumbered assets to 
drop below 150 per cent of liabilities. At January 31,1980, 
excess unencumbered assets under the most restrictive 
indenture were $953 million. 

Long-term debt maturities, excluding $625 million of 
notes payable 13 months or more after demand (which 
have no specified maturity date) are as follows: 


millions Year Ending January 31 



1981 

1982 

1983 

1984 

1985 

Debentures and 

notes . 

$ 27 

$ 77 

$234 

$ 89 

$112 

Capitalized leases . . 

7 

8 

8 

8 

8 

Total. 

$ 34 

$ 85 

$242 

$ 97 

$120 
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Dividends per share were $1.28. The quarterly dividend 
was increased to 32 cents per share in April of 1979. 
Dividends per share, paid by quarter, were as follows: 


Month Year Ended January 31 

Paid 1980 1979 

April 

Regular. $ .32 $ .28 

Extra. — .15 

July.32 .28 

October. .32 .28 

January. .32 .28 

Year total. $1.28 $1.27 


Dividends paid totaled $408.6 million and represented 
50.4 per cent of 1979 net income. The Finance Committee 
regularly reviews the quarterly dividend rate and 
recommends changes to the Board of Directors. The 
Board votes changes in dividends per share of common 
stock which are consistent with the earnings growth and 
the financial condition of the company. 

On February 12, 1980, directors increased the quarterly 
dividend from 32 to 34 cents per share. This dividend was 
paid on April 2,1980, to shareholders of record February 
26, 1980. On an annual basis, this represents a payout of 
$1.36 per share. 

Dividend Reinvestment Plan. Under the plan, shareholders 
can reinvest their cash dividends in new shares of Sears 
stock on each quarterly dividend payment date. Members 
can make optional quarterly investments, from $25 up to a 
maximum of $3,000 per quarter, which are invested in new 
shares of Sears stock with regular quarterly dividends. 
There are no charges for the service. Any U.S. holder of 
record of Sears stock is eligible to join the plan at any time. 
Interested shareholders may obtain an application form 
and a copy of the latest prospectus describing the plan by 
writing to: 

Sears Dividend Reinvestment Plan 
Department 769-2 (34th Floor) 

Sears Tower 
Chicago, Illinois 60684 

As of February 26, 1980,66,557 shareholders, or 20 per 
cent of total shareholders, had enrolled in the plan. 

At January 31,1980,2,718,403 shares were reserved for 
future issuance under the Sears dividend reinvestment 
plan. 


Income and dividends millions of dollars 
-1,000 


Net Income 








Retained 

income 








Cash 

dividends 


75 76 77 78 79 


750 


500 


250 


Who Owns Sears 

(on November 27, 1979-record date for January , 1980 dividend) 

Average Per 


Type of 
shareholder 

Number 
of share¬ 
holders 

Number of 
shares 

per 

share¬ 

holder 

cent of 
total 
shares 

Individuals 

Women. 

131,422 

48,171,701 

367 

15.2 

Men. 

104,485 

42,872,603 

410 

13.5 

Joint tenants . 

65,470 

16,804,250 

257 

5.3 

Bank nominees . 

3,018 

122,825,666 

40,698 

38.7 

investment 

organizations . 

31,056 

1,019,842 

33 

.3 

Brokers. 

408 

12,494,063 

30,623 

3.9 

Corporations 

and firms .... 

1,376 

3,628,929 

2,637 

1.1 

Other . 

2,223 

3,398,973 

1,529 

1.1 

Subtotal. 

339,458 

251,216,027 


79.1 

Employes' Profit 

Sharing Fund . 

1 

66,513,560 


20.9 

Total. 

339,459 

317,729,587 


100.0 
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Financial Review and Comments, continued 


Shareholders’ equity totaled $7.5 billion, an increase of 
$376 million. Net income for 1979 less dividends provided 
$401 million and dividends reinvested and stock options 
exercised $14 million. Shareholders’ equity includes 
unrealized gains and losses on Allstate’s marketable 
equity securities. For the year 1979, there was a 
net unrealized gain of $79 million thus increasing 
shareholders’ equity in the same amount. The Board of 
Directors has authorized the purchase of up to 10 million 
outstanding common shares of Sears stock on the open 
market. During 1979, Sears purchased in the open market 
6.1 million shares of its stock having a cost value of $120.9 
million. As of March 31, 1980, the Company had 
purchased 9.3 million shares. These shares of treasury 
stock are available for general corporate purposes. The 
book value per share of Sears stock was $23.53, 
compared with $21.98 at the close of 1978. 

Return on shareholders’ equity 11.2 per cent; financial 
position continues strong. In 1979, Sears generated $769 
million in funds provided from operations and short-term 
deferred income taxes compared with $826 million 
provided in 1978. The rate of return on shareholders’ 
equity-net income divided by average equity (excluding 
unrealized net capital gains or losses)-was 11.2 per cent. 
This compares with 13.5 per cent for 1978. 

At the close of the year, capitalization of $13.620 billion 
included $3,679 billion short-term debt, $2,474 billion 
long-term debt and $7,467 billion shareholders’ equity. 

Incentive compensation and stock options. Most Sears 
management employes are compensated by salary alone. 
An incentive plan covers a number of management 
positions where performance can be measured against 
sales and profit goals. For 1979,713 employes earned cash 
incentive compensation totaling $9 million, compared with 
$10.8 miflion for 1978. Awards to individual officers are 
approved by a committee composed of outside directors. 

In May 1979, shareholders approved the Sears Incentive 
Compensation Plan. This plan provided that 1,500,000 
common shares may be awarded to key officers of Sears 
or its subsidiaries. During 1979, 61,700 restricted shares 
were issued at an average price of $19.19 per share. 

Employe stock options under Sears plans are granted at 
the fair market value of the shares on the date of the grant. 
Generally options become exercisable in four annual and 
cumulative installments beginning one year after the date 
of grant and expire 10 years after the date of grant. 

Upon the exercise of an option granted under the 1978 
plan, subject to the consent of the Compensation 
Committee with respect to officers and directors, the 
Company or its subsidiaries will pay to the optionee an 
amount equal to 46% (or such lower maximum corporate 
Federal income tax rate as is then in effect) multiplied by 
the difference between the option price and the market 
value at the time of exercise, of the shares acquired. In 
addition, optionees under the 1978 plan may also be 


Book value per share dollars 

- 27.00 


23.53 



70 71 72 73 74 75 76 77 78 79 


granted the right to surrender the exercisable portion of 
an option in exchange for a cash payment in an amount 
equal to the excess of the fair market value over the option 
price. This surrender right is subject to a limitation of 
1,750,000 shares. 

No options were granted during 1979. 

At January 31, 1980, options for a total of 11,842,000 
shares were outstanding at prices ranging from $24.00 to 
$26.10 per share, aggregating $300,143,000, of which 
7,212,000 shares were exercisable. Another 4,533,000 
shares were available for future grants under the 1972 and 
1978 Employe Stock Rians. 

A summary of option shares outstanding is: 


Year Ended 
January 31 


thousands of shares 

1980 

1979 

Beginning balance. 

. 12,240 

6,243 

Cancelled. 

. (398) 

(408) 

Granted. 

— 

6,407 

Exercised. 

. — 

(2) 

Ending balance. 

. 11,842 

12,240 


On March 31, 1980, approximately 16,000 employes, 
including individuals who were also directors of the 
company, were invited to cancel outstanding stock 
options for approximately 5,898,000 shares which were 
granted under the 1978 Employes Stock Plan at prices 
ranging from $24.00 to $24.94 per share. Options to be 
cancelled will be replaced by a new grant at a purchase 
price equal to the fair market value on the date to be 
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granted. The purchase price is expected to be materially 
lower than the purchase price specified in the cancelled 
options. Holders of cancelled options of 300 shares or less 
will receive new options for an equivalent number of 
shares, while holders of cancelled options for more than 
300 shares will receive new options of a lesser number 
than originally granted. The aggregate number of new 
shares that may be issued to employes who cancel their 
options is approximately 4,309,000 shares. No invitations 
to cancel options outstanding under the 196? or 1972 
Plans have been made. However, new options will be 
issued for approximately 540,000 shares to approximately 
1,700 employes who have options under the 1967 and 

1972 Plans, but who do not have options under the 1978 
Plan. 

Pending legal proceedings. On October 22, 1979, the 
Equal Employment Opportunity Commission (“EEOC”) 
filed in the United States District Court for the Northern 
District of Illinois a lawsuit alleging violations of Title VII 
of the Civil Rights Act of 1964 and of the equal pay 
provisions of the Fair Labor Standards Act. The lawsuit 
alleges that Sears engaged in unlawful employment 
practices nationwide involving sex discrimination in 
recruitment, assignment, promotion, pay and in other 
employment opportunities. On the same date, the EEOC 
filed four other lawsuits in other federal district courts, of 
which three (M.D. Ala., N.D. Ga., and W.D. Tenn.) allege 
race discrimination at five separate facilities, and one 
(S.D. N.Y.) alleges race and national origin discrimination 
at two other facilities. The lawsuits seek injunctive and 
other appropriate relief, including back pay. The suits do 
not specify any amount of damages, either in the 
aggregate or per individual, or the number of employes 
allegedly discriminated against. In addition, there are 
numerous other lawsuits and claims pending throughout 
the country against Sears relating to employment 
practices. Current activities by Sears in equal employment 
opportunities and its current employment statistics are 
discussed on page 50. 

The U.S. Customs Service has assessed anti-dumping 
duties against more than 100 importers for television 
receivers imported during the period July 1, 1971 through 
June 30, 1973, including an assessment against the 
Company of $5.5 million. Sears protested the assessments 
on a number of grounds, including the illegality of a novel 
method employed in determining the assessments; 
however, the Customs Service has not responded to Sears 
protests. The assessments for the 1971-1973 period have 
been paid under protest. The Treasury Department stated 
in a news release on March 13, 1979, that a date has not 
yet been set for determining assessments for television 
receivers imported from Japan after June 30, 1973, but 
subsequently the Customs Service assessed anti¬ 
dumping duties of approximately $1.1 million for television 
receivers imported from Japan during the period July 1, 

1973 through March 31, 1974. Sears protested these 


assessments on the same grounds as earlier assessments. 
A report will be filed with the U.S. Securities and Exchange 
Commission when an estimate of the assessments for the 
period after March 31, 1974 can be made. Imports 
subsequent to March 31, 1974 were materially greater 
than for the period July 1, 1971 through March 31, 1974. 
The company will continue to protest any anti-dumping 
assessments which it regards as improper, and will pursue 
all administrative review procedures and, if necessary, 
seek judicial review. While the ultimate outcome cannot be 
predicted, management believes the company’s position 
with respect to the absence of dumping is well-founded 
and, accordingly, no charges to operations are being 
made. 

Sears is one of a number of defendants named in a 
lawsuit by Zenith Radio Corporation. Zenith’s complaint 
alleges conspiracies and other violations of the U.S. 
antitrust and anti-dumping laws by the defendants. 
However, its claim against Sears appears to be predicated 
substantially upon allegations of dumping similar to those 
made by the United States Customs Service referred to 
above and which Sears considers unfounded. 

On February 26,1980, a 13 count true bill was returned 
by the Grand Jury of U.S. District Court for the Central 
District of California. One count charges that Sears 
conspired with others to defraud the United States of 
America by obstructing the U.S. Customs Service in the 
ascertainment of duties to be collected on television 
receivers imported from Japan. The remaining counts 
charge that Sears used statements, invoices and 
documents in the importation of television receivers that 
were false and fraudulent as to the prices paid. Maximum 
fines for the offenses alleged are not significant. Sears 
pleaded not guilty to the charges. If any false declarations 
are in fact found to exist, it is likely that a suit by the 
government seeking civil remedies will be filed. The 
potential cost of such a suit could be significant, since the 
maximum recovery in such suit may amount to the value of 
any merchandise to which such declarations may apply. A 
substantial quantity of television receivers were imported 
during the period. 

There is a formal order of investigation issued by the 
U.S. Securities and Exchange Commission regarding 
television dumping practices to which Sears and other 
importers are named. 

Further, there are various lawsuits and claims against 
Sears and its subsidiaries with respect to commercial 
matters arising out of the normal conduct of the business. 

Sears ultimate liability with respect to all lawsuits, 
investigations and claims is not presently determinable, 
but in the opinion of management, the ultimate liability, if 
any, will not have a material impact on the company's 
financial position. 
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Supplemental Financial Information Regarding Inflation (Unaudited) 


Constant Dollar Accounting 

Financial statements traditionally have been prepared on 
the basis of historical costs. Historical cost financial 
information does not adequately measure long-term 
economic changes in earnings and capital in an 
inflationary environment. To assist the readers of 
financial statements in understanding the impact of 
inflation, the Financial Accounting Standards Board 
(FASB) now requires companies to calculate selected 
data in an experimental effort to quantify the effects of 
changing prices. All computations require the use of the 
Consumer Price Index for All Urban Consumers (CPI-U) 
which is a general index not specific to any company. 


In accordance with the requirements of the FASB, the 
following is disclosed: 

Selected historical information for years prior to 
1979 restated into dollars of 1979 purchasing power 
by application of the CPI-U. 

Net income for 1979 adjusted to reflect increased 
cost of sales assuming merchandise cost inflation at 
the CPi-U rate, and increased depreciation reflecting 
assumed inflation of plant and equipment values from 
the date of acquisition at the CPI-U rate. 

Gain or loss in purchasing power resulting from the 
holding of net monetary assets or liabilities assuming 
inflation at the CPI-U rate. Monetary items are a 
defined class of assets and liabilities which 
theoretically are not subject to price changes and will 
be converted into a fixed amount of historical dolJars. 


Five Year Comparison of Selected Supplementary Financial Data Adjusted for the Effects of Changing Prices 

1979 1978 1977 1976 1975 


Net sales (in millions) 

As reported. 

Adjusted to average 1979 dollars. 

Cash dividends declared per common share 

As reported. 

Adjusted to average 1979 dollars. 

Market price per common share at year-end 

Closing price per share. 

Adjusted to fiscal year-end 1979 dollars 

CPI-U (1967=100) 

Fiscal year average. 

End of fiscal year. 


$17,514 

17,514 

$17,946 

20,033 

$17,224 

20,744 

$14,950 

19,194 

$13,640 

18,495 

$ 1.28 
1.28 

$ 1.27 

1.42 

$ 1.08 
1.30 

$ 0.80 
1.03 

$ 0.925 
1.25 

$ 17.13 
17.13 

$ 21.25 
24.21 

$ 25.25 
31.45 

$ 31.25 
41.57 

$ 34.69 
48.53 

219.8 

233.2 

196.9 

204.7 

182.5 

187.2 

171.2 

175.3 

162.1 

166.7 


Selected Data for 1979 Adjusted for the Effects of Changing Prices in millions except per share 


Net income as reported. $ 810 

Adjustments to increase costs for 
the effect of general inflation 

Cost of sales. 205 

Depreciation: 

Sears. 121 

Allstate Group. 4 330 

Net income adjusted for general inflation . $ 480 

Net income per share 

As reported. $ 2.54 

Adjusted for general inflation. $ 1.50 

Gain (loss) from decline in purchasing 
power on net monetary items during the 
year: 

Sears. $ 175 

Allstate Group. (314) 

$ ( 139 ) 


Net assets at year end 
As reported: 

Sears. $4,750 

Allstate Group. 2,717 

$7,467 

Adjusted for general inflation: 

Sears. $6,435 

Allstate Group. 2,675 

$9,110 

Effective income tax rate 

As reported (see page 22). 43.8% 

Adjusted for general inflation .... 125.9% 
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The foregoing data must be interpreted with care 
because the CPI-U does not purport to measure the 
specific effects of inflation on Sears. It should be noted 
that the Government’s general merchandise inflation 
index has been approximately one-half of the CPI-U 
rate. Several conclusions appear warranted from this 
experiment. Adjustments for inflation have a significant 
impact on reported historical data, although careful 
investor analysis is necessary to determine the impact on 
a specific enterprise. Current tax policies in an inflationary 
environment seriously impair a company’s ability to 
expand or even replace its operating assets. 

Estimated replacement cost data 

The Securities and Exchange Commission (SEC) 
requires management to estimate the replacement cost 
of the inventories and productive capacity of the 
company. In its rules the SEC cautions that such informa¬ 
tion cannot be used simplisticalty to adjust reported net 
income because of the substantial unresolved theoretical 
problems and the subjective judgments involved in 
calculating replacement cost. 

The estimated replacement cost data presented below 
was prepared in accordance with general guidelines 
developed by the retail industry. The guidelines and 
assumptions used in developing these estimates will be in¬ 
cluded in the company’s annual report on SEC Form 10-K. 


At January 31, 1980 At January 31, 1979 



Plant and 

Accumulated 

Plant and 

Accumulated 

millions 

equipment 

depreciation 

equipment 

depreciation 

Per financial statements. 

Adjusted for land, capitalized carrying 

. $4,632 

$1,920 

$4,405 

$1,785 

costs and construction in progress . 

. (487) 

(16) 

(433) 

(13) 

Historical costs, as adjusted . 

. $4,146 

$1,904 

$3,972 

$1,772 

Estimated replacement cost. 

. $6,132 

$2,726 

$6,140 

$2,595 


Depreciation expense would have been approximately 
$103 million and $108 million greater in 1979 and 1978, if 
assets had been valued at replacement cost. In addition, 
operating cost savings of approximately $70 million and 
$75 million would have been realized in 1979 and 1978 had 
assets been replaced as assumed. 

The cost of merchandise sold computed by the method 
used in the historical financial statements, using inven¬ 
tories valued at the lower of cost (last-in, first-out) or mar¬ 


ket determined by the retail method, is somewhat less 
than that determined under replacement cost. However, 
the difference is not material. 

The company has followed and will continue to follow a 
policy of adjusting selling prices, competitive conditions 
permitting, for cost increases. Therefore, we repeat the 
SEC caution to investors against simplistic use of the 
aforementioned data. 
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Our New Small Store 


Sears five year plan calls for the construction of 250 new 
stores. Some of them will represent the newest concept in 
store planning—the small store. 

Ten of them already exist. They are part of markets in 
Greenville, N.C.; Florence, S.C.; Flagstaff, Ariz.; Lewiston, 
Maine; Newburgh, N.Y.; Grand Junction, Colo.; Bismarck, 
N.D.; Pekin, III.; Indiana, Pa.; and Grand Island, Neb. 

The new small store concept came into being about four 
years ago after a corporate task force determined that the 


Sears response was the new "K-SO” and “K-40” 
concept, translated into stores that are 30,000 or 40,000 
square feet. Merchandise for the stores is carefully 
selected to maximize sales and profit in a smaller market, 
yet maintain Sears dedication to a full-service facility. A 
new balance of merchandise assortments has depth in 
certain merchandise lines considered to be the bread and 
butter of the business—like apparel, appliances, 
draperies and tools. 




Customers self-select small appliances. 


Merchandise is paid for at convenient Area Cashiers throughout the store. 


company should be part of smaller markets. Some of 
these markets were generating increasing catalog sales 
and, while that appeared to warrant a retail store, planners 
feared that a conventional, full-service facility would 
simply not generate an acceptable rate of return. 

The implications for the future growth of the company 
were plain: Sears needed to develop a different type of 
store concept which offered both durable and non-durable 
goods for smaller markets, so that the company could be a 
part of the newest phase of shopping center expansion 
with its emphasis on centers in small-to-medium markets. 


The new small stores—like all new Sears facilities—are 
50 per cent more energy efficient than Sears stores built a 
decade ago and require minimum maintenance. They have 
drive-in auto centers, a service area for appliance repair 
and areas for catalog sales and package pick-up. 
Emphasis is on self-select merchandise which can be paid 
for at convenient area cashiers. 

The new smaller stores make efficient use of personnel 
and equipment, using the centralized merchandising, in¬ 
ventory control, accounting systems, sales reporting and 
service mechanization programs available to larger stores. 
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New Stores 


Retail Stores Opened in 1979 (28) Gross 

sq. ft. of 

Month store space 

Full Line Department Stores (11) opened (thousands) 

Abilene, Texas -Mall of Abilene* . July 145 

Carlsbad, Calif .-Plaza Camino Real.. Oct. 150 

Charlotte, N.C .-Eastland Mall* . Apr. 188 

Hato Rey, Puerto Rico -Plaza Las 

Americas* . Feb. 260 

Holyoke, Mass .-Holyoke Mall* . July 171 

Lafayette, La .-Acadiana Mall *ft • • • • Mar. 198 

Las Vegas, Nev .-The Meadows . Aug. 150 

Mishawaka, Ind .-University Park* ... Mar. 191 

Sarasota, Fla .-Sarasota Mall* . Oct. 218 

Tallahassee, Fla.-GovernorSquare*. . July 183 

Wilmington, N.C -Independence 

Mall* . Apr. 184 

Medium Size Department Stores (15) 

Benton Harbor, Mich.- The Orchards *. Sept. 132 

Bismarck, N.D .-Gateway Mall* . Oct. 88 

Brownsville, Texas -Sunrise Mall* ... Mar. Ill 

Flagstaff, Ariz .-Flagstaff Mall* . Oct. 66 

Florence, S.C -Regency Square* .... Oct. 94 

Grand Island, Neb.-Conestoga Ma//*. July 72 

Grand Junction, Colo.-Mesa Mall . . . Aug. 82 

Greenville, N.C -Carolina East Mall . . Aug. 74 

Indiana, Penn .-Indiana Mall* . Oct. 97 

Lawton, Okta -Central Mall* . July 122 

Longview, Texas -Longview Mall* .... Apr. 147 

Newburgh, N.Y .-Newburgh Mall . Nov. 87 

Pekin, III .-Pekin Mall . Nov. 76 

Rapid City, S.D .-Rushmore Mall* . .. Sept. 109 

San Angelo, Texas -Sunset Mall* .... July 111 

Hard Line Stores (2) 

Fond du Lac, Wis .-Forest Mall* . Oct. 20 

Sycamore, lll.-flf. 23 Plaza . Nov. 24 

Gross store space opened. 3,550 

Net selling space opened. 1,821 


Facilities, January 31, 1980 

RETAIL STORES 

Full Line Department Stores. 373 

Medium Size Department Stores. 369 

Hard Line Stores. 122 

Catalog Merchandise Distribution Centers .... 14 

Other Selling Facilities and Independent 

Catalog Merchants. 2,816 

Major Retail Distribution Warehouses. 93 

(Plus 348 other warehouses serving individual stores) 
Service and Parts Centers . 225 


1980 Retail Store Openings (38) Gross 

Quarter sq. ft. of 
to be store space 

Full Line Department Stores (17) opened (thousands) 

Barboursville, \N.V.-Huntington Mall*. 3 231 

Boca Raton, Fla .-Boca West Mall .... 2 178 

Braintree, Mas s-South Shore Plaza *. 3 215 

East Northport, N.Y -Huntington 

Square Mall* . 2 203 

Cincinnati, Ohio-Easfgafe Mallff .... 1 157 

Fairfax, Va.-Fair Oaks Mall . 2 234 

Greenville, S.C.-Haywood Mall* . 2 212 

Lynnwood, Wash .-Alderwood Mall. .. 2 178 

Newark, Calif .-NewPark Ma//ft. 3 145 

North Wales, Pen n.-Montgomeryville 

Mall* . 3 173 

Odessa, Texas -Permian Mall* . 1 146 

Oklahoma City, Ok\a.-Quail Springs 

Mall . 3 182 

Safinas, Calif .-Northridge Center* ... 3 135 

Santa Rosa, Caltf.-Santa Rosa Mall* . 1 161 

Waco, Texas- Richland Fashion Mall *. 1 158 

West Dundee, HI .-Spring Hill Mall t ... 3 194 

West Mifflin, Penn .-Century III Mall* . 3 230 

Medium Size Department Stores (20) 

Atlanta, Ga.-Shannon Mall . . 3 155 

Beckley, W.V .-Crossroads Mall . 3 89 

Bend, Or e.-Bend River Boyd Center. . 1 63. 

Biuefield, W.V .—Mercer Mall . 3 98 

Charlottesville, Va -Fashion Square 

Mall* . 1 120 

Cheyenne, \Ny.-Frontier Fashion Mall. 3 82 

Dalton, Ga.-Walnut Square Mall . 2 64 

Denton, Texas -Golden Triangle Mall*. 3 102 

Frackville, Pen n.-Schuykill Mall* .... 3 93 

Fredericksburg, Va.-Spotsylvania 

Mall* . 1 100 

Greeley, Colo .-Greeley Mall . 3 91 

La Crosse, Wis .-Valley View Mall* ... 2 108 

Leesburg, Fla .-Lake Square Mall* ... 3 70 

Lufkin, Texas-Lufkin Mall . 1 66 

Midland, Texas -Skyline Square Mall* . 3 118 

New Hartford, N.Y .-Pyramid Mall* ... 3 153 

Roseburg, Ore .-Roseburg Valley Mall. 1 66 

Sioux City, Iowa -Southern Hills Mall*. 1 112 

Tuscaloosa, Ala.- University Mall* .... 3 114 

Victoria, Texas- Victoria Mall* . 3 83 

Hard Line Stores (1) 

Sterling, 111.-4?/? St.* . 1 22 

Gross store space to be opened. 5,101 

Net selling space to be opened. 2,585 

’Replaces existing store 


fLocated in Homart Development Co. shopping center 
ft Located in Homart Development Co. joint venture shopping center 
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Ten-Year Summary 


Summary of Operations minions 

1979 

1978 

1977 

1976 

1975 

1974 

Net sales. 

Cost of sales, buying and occupancy ex- 

$17,514 

$17,946 

$17,224 

$14,950 

$13,640 

$13,101 

penses. 

11,045 

11,304 

11,151 

9,380 

8,518 

8,174 

Selling and administrative expenses .... 

5,296 

5,356 

4,862 

4,313 

3,959 

3,848 

Operating income. 

1,173 

1,286 

1,211 

1,257 

1,163 

1,079 

Per cent of net sales... 

6.7 

7.2 

7.0 

8.4 

8.5 

8.2 

Equity in net income of-Allstate Group .. 

461 

466 

417 

210 

76 

168 

-Other companies 

68 

101 

57 

43 

53 

38 

Interest expense. 

(626) 

(523) 

(353) 

(270) 

(281) 

(371) 

Profit sharing contribution. 

(55) 

(72) 

(140) 

(114) 

(86) 

(88) 

Income taxes (current operations). 

(219) 

(343) 

(356) 

(435) 

(392) 

(303) 

Net income. 

810 

922 

838 

694 

522 

495 

Per Share. 

2.54 

2.86 

2.62 

2.18 

1.65 

1.57 

Average shares outstanding. 

319.0 

322.4 

319.9 

317.8 

316.1 

314.9 

Dividends per share -regular. 

1.28 

1.12 

.93 

.80 

.80 

.80 

-extra. 

— 

.15 

.15 

* 

.125 

.125 


Year-End Position millions 

Customer accounts receivable.. 

. $ 7,073 

$ 6,627 

$ 6,681 

$ 5,752 

$ 5,267 

$ 5,048 

Inventories!. 

2,652 

2,533 

2,626 

2,215 

1,878 

1,979 

Property, plant and equipment (net) ... 

2,713 

2,619 

2,535 

2,488 

2,441 

2,342 

Long-term debt. 

2,474 

2,040 

1,990 

1,706 

1,471 

1,239 

Retained income. 

6,664 

6,262 

5,750 

5,257 

4,817 

4,588 

Shareholders’ equity. 

7,467 

7,092 

6,524 

5,921 

5,287 

4,736 


Shareholders’ Investment per share 

Book value (year end). 

Per cent return on average equity (ex¬ 
cludes unrealized gains and losses on 

marketable equity securities). 

Market price common stock (high-low). . 

Closing price fiscal year end. 

Price/earnings ratios (high-low). 


Miscellaneous Data 

Shareholders (Profit sharing fund counted 


as single shareholder) . 

339,459 

326,086 

286,773 

267,541 

270,733 

270,014 

Retail stores (excluding foreign corpo- 

rations)-Number . 

864 

866 

862 

859 

858 


851 

Retail space (gross sq. ft. in millions) . 

115.3 

114.0 

112.0 

110.5 

108.8 


105.7 

Catalog merchandise distribution cen- 

ters. 

14 

14 

14 

14 

13 


13 

Other selling facilities and independent 

catalog merchants. 

2,816 

2,861 

2,901 

2,920 

2,918 


2,886 

Capital additions (millions). 

$ 372 

$ 324 

$ 262 

$ 235 

$ 290 

$ 

415 

Depreciation (millions). 

$ 218 

$ 209 

$ 196 

$ 177 

$ 172 

$ 

156 


*Extra dividend of 15 cents per share paid in April, 1977 versus 12’A cents per share paid in January, 1976 (fiscal 1975). 

fThe financial statements for the years subsequent to 1974 are not comparable to prior periods due 
to the adoption of the UFO method of inventory valuation on February 1, 1975. 


23.53 

$ 21.98 

$ 20.27 

$ 18.56 

$ 16.67 

$ 15.00 

11.2 

13.5 

13.4 

12.1 

9.8 

9.7 

21-17 

27-20 

33-24 

40-31 

37-29 

45-21 

18 

21 

25 

31 

35 

30 

8-7 

9-7 

13-9 

18-14 

22-17 

28-13 
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Analysis of Summary of Operations 


1973 

1972 

1971 

1970 

1979 Compared with 1978 

$12,306 

$10,991 

$10,006 

$ 9,251 

Net sales for 1979 declined 2.4 per cent, due to competitive 
conditions and transitional effects of implementing a new 

7,542 

6,694 

6,055 

5,598 

merchandising strategy. Operating income was down 8.8 per cent, 

3,525 

3,198 

2,915 

2,692 

a ratio of 6.7 per cent of net sales versus 7.2 per cent for 1978. The 

1,239 

1,099 

1,036 

961 

cost of sales, buying and occupancy expenses ratio increased 0.1 

10.1 

10.0 

10.4 

10.4 

percentage points while the selling and administrative expenses 

203 

170 

140 

102 

ratio was up 0.4 percentage points. Reduced selling and 

52 

38 

25 

23 

administrative costs were not enough to overcome the effect of 

(262) 

(156) 

(147) 

(169) 

lower sales. 

120) 

(111) 

(101) 

(87) 

Equity in the net income of the Allstate Group was $1.45 per 

(433) 

(416) 

(399) 

(363) 

share of Sears compared with $1.44 per share. Increases in 

675 

627 

557 

468 

investment income and realized capital gains substantially offset a 

2.15 

2.01 

1.80 

1.52 

loss in property underwriting results. Sears equity in the income of 

314.3 

312.9 

309.8 

308.6 

other companies decreased 33 per cent to $68 million. A reduction 

.75 

.70 

.675 

.60 

of $33 million in realized capital gains of Homart Development Co. 

.125 

.105 

.075 

.075 

was the principal factor. Equity in the net income of unconsolidated 
subsidiaries included $26.3 million in capital gains, down from 
$50.8 million in 1978. 

Interest expense rose $103 million to $626 million, the result of 

$ 4,673 

$ 4,268 

$ 3,949 

$ 3,794 

significantly higher rates. Income taxes declined 36 per cent to 

1,879 

1,642 

1,429 

1,308 

$219 million, the result of the lower level of merchandising income. 

2,099 

1,835 

1,550 

1,366 

Net foreign currency exchange gains were $0.5 million, compared 

1,126 

1,061 

841 

776 

with a net loss of $8 million for 1978. Net income for the year 1979 

4,384 

3,984 

3,608 

3,282 

declined 12 per cent to $810 million. 

4,929 

4,761 

4,199 

3,733 

The Message to Shareholders (pages 2 and 3), Fourth Quarter 
Results (pages 4 and 5) and the Financial Review and Comments 
(pages 20-31) contain additional information. 

$ 15.66 

$ 15.16 

$ 13.48 

$ 12.08 

1978 Compared with 1977 

Net sales for 1978 rose 4.2 per cent as the frequency of promotions 
and the depth of price cuts were reduced. Operating income was up 

14.2 

14.5 

14.3 

13.1 

6.2 per cent, a ratio of 7.2 per cent of net sales versus 7.0 per cent 

58-39 

62-49 

52-38 

41-26 

for 1977. The cost of sales, buying and occupancy expenses ratio 

44 

57 

50 

40 

improved 1.8 percentage points; however, the selling and 

27-18 

31-25 

29-21 

27-17 

administrative expenses ratio was up 1.6 percentage points. 

Equity in the net income of the Allstate Group was up 12 per cent 
to $1.44 per share of Sears from $1.30 per share. Increases in 
investment income and realized capital gains more than offset a 
decrease in property-liability underwriting results. Sears equity in 

267,457 

262,080 

251,951 

253,265 

the income of other companies rose 77 per cent to $101 million. 
Increases in income from international operations and realized 

840 

837 

836 

827 

capital gains of Homart Development Co. were the principal factors. 

102.2 

98.6 

94.2 

89.6 

Equity in the net income of unconsolidated subsidiaries included 
$50.8 million in capital gains, up from $7.1 million in 1977. 

12 

12 

11 

11 

Interest expense rose $170 million to $523 million, the result of 
higher rates and larger average borrowings. Expense for the 

2,785 

2,648 

2,507 

2,346 

modified profit sharing plan decreased $68 million. 

$ 407 

$ 357 

$ 364 

$ 273 

Net income for the year 1978 rose 10 per cent to $922 million. Net 

$ 134 

$ 126 

$ 112 

$ 110 

foreign currency exchange losses were $8 million, down from a net 
loss of $12 million for 1977. 
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Allstate Group of Companies 


The Allstate Group of companies achieved a new high in 
sales volume in 1979. Insurance premiums written and 
financial services revenues as recorded totaled $5,636 
billion, an increase of $788 milfion from 1978. Recorded 
sales amounts for 1979 compared with 1978 show an 
increase of $438 million after being adjusted upward to 
eliminate the effect of converting Allstate’s passenger 
auto insurance policies to a six month term in most states. 
Total net income for 1979 was $461 million compared with 
$466 million for 1978. An increase in the combined ratio 
for property-liability insurance operations to 101.1 per 
cent was substantially offset by higher earnings from other 
sources. Net income represented $1.45 per Sears share 
compared with $1.44 the previous year. 

Property and liability insurance. Premiums written during 
1979 for all property and liability insurance iines rose $704 
million to $4,993 billion compared with $4,289 billion for 
1978. The conversion of twelve month passenger auto 
insurance policies in most states to a six month term is 
estimated to have lowered premiums written by $110 
million in 1979 and $460 million in 1978 from what they 
would have been otherwise. Allstate is a multiple-Jine 
insurance group and writes practically all kinds of 
insurance for individuals, businesses and other 
organizations and is also a major reinsurer. Auto 
insurance comprised 63.4 per cent of Allstate’s premium 
volume and non-auto insurance lines, principally, 
homeowners, residential fire, commercial and health, 
together with life insurance comprised 36.6 per cent. 
Competition for insurance business was keen during 1979. 

The combined property-liability insurance operations 
resulted in an underwriting loss (before investment 
income) of $54.9 million before income taxes, or 1.1 per 
cent of premiums earned. This compared with an 
underwriting income of $112.7 million, or a margin of 2.5 
per cent to premiums earned for 1978. The average cost of 
the various classes of claims continued to increase very 
sharply again in 1979. In addition, insurance claims arising 
from major storms plagued the property-liability insurance 
operations during the year with claims approaching nearly 
three times the dollar amount as for 1978. Rate increases 
which affected premiums earned and an improved auto 
accident rate partially offset the higher costs. 

Allstate’s net investment income from interest, 
dividends and real estate income was $396.5 million 
before income taxes, up $62.1 million, or 18.6 per cent 
from 1978. A greater amount of funds invested and a 
higher yield on the portfolio both contributed significantly 
to the increase. For the past ten years, net investment 
income has increased at a compound annual rate of 19.9 
per cent. Capital gains realized from the sale of 
investments amounted to $42.5 million before income 
taxes, up significantly from $22.5 million the previous year. 
Allstate’s portfolio of marketable equity securities 
consisting of common and preferred stocks showed a pre¬ 
tax net unrealized gain of $115.2 million compared 
with a loss of $4.3 million at year-end 1978. 
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Total net income of the 
Insurancegroup, including 
life insurance, was $433,8 
million compared with 
$436.8 million the previous 
year. Increases in 
investment income, 
realized capital gains, life 
insurance earnings, and 
earnings of other 
unconsolidated 
subsidiaries and affiliates 
practically offset the 
decrease in underwriting 
results of property-liability 
insurance. During 1979, 

Allstate Insurance 
Company paid its parent, 

Sears, $175 million in 
dividends, equivalent to 
40.3 per cent of the net 
income of the insurance group. 

Life insurance in force rose $2,517 billion during 1979 to a 
total of $26,875 billion at year-end. The total included 
$16,908 billion of insurance on individuals and $9,967 
billion of group insurance. Insurance in force on 
individuals rose 12.2 per cent during the year and group 
insurance in force increased 7.3 per cent. Life insurance 
premiums totaled $257.7 million, an increase of $23.5 
million from 1978. 

Total net income from life insurance operations, after 
income taxes, amounted to $56.4 million. This was an 
increase of $11.3 million from the previous year. 

The Year Ahead. Analysts of the property-liability 
insurance business predict that underwriting results of the 
industry will trend downward in 1980. Although the 
combined ratio of claims and expenses to premiums 
earned for Allstate’s property-liability insurance business 
may rise in 1980, it is expected that any such change 
would be very moderate. Competition in the insurance 
business together with regulatory and consumer 
organization pressures on prices and pricing systems will 
be deterrents to keeping premium rates in complete 
harmony with sharply rising claim costs. On the other 
hand, the relatively mild winter weather in early 1980 in 
parts of the country has already benefited 
1980 underwriting results comparatively. In addition, the 
price of gasoline and the supply situation may have a 
favorable effect on auto insurance claim frequency. 

Investment income should show a good gain again in 
1980. Additional funds generated by operations will 
become available for investment and favorable yields on 
newer investments will tend to increase the yield of the 
portfolio overall. Net income from life insurance is 
expected to grow along with an increase in business 
volume. Total net earnings of the Allstate Group should 
compare favorably with the past year. 



Archie R. Boe 

Chairman of the Board and Chief Executive 
Officer, Allstate Insurance Company 









Highlights 


$ in millions 

1979 

1978 

1977 

1976 

1975 

Revenues 






Premiums earned 






Property-liability insurance. 

. $4,952 

$4,517 

$3,987 

$3,234 

$2,794 

Life insurance. 

. 258 

234 

222 

189 

166 

investment income. 

. 475 

398 

315 

255 

208 

Total insurance . 

. 5,685 

5,149 

4,524 

3,678 

3,168 

Financial services. 

. 385 

323 

222 

157 

119 

Total Allstate Group . 

. 6,070 

5,472 

4,746 

3,835 

3,287 

Net Income 






Property-liability insurance. 

. 378 

392 

354 

155 

34 

Life insurance. 

. 56 

45 

41 

40 

30 

Total insurance . . .. 

. 434 

437 

395 

195 

64 

Financial services. 

. 27 

29 

22 

15 

12 

Total Allstate Group . 

. 461 

466 

417 

210 

76 

Net income per Sears share. 

. 1.45 

1.44 

1.30 

.66 

.24 


Quarterly Results 

First Second Third Fourth 


$ in millions 

1979 

1978 

1979 

1978 

1979 

1978 

1979 

1978 

Net Income 

Property-liability insurance. 

. $ 77 

$ 90 

$100 

$100 

$102 

$105 

$ 99 

$ 97 

Life insurance. 

. 14 

10 

14 

12 

14 

12 

14 

11 

Total insurance. 

. 91 

100 

114 

112 

116 

117 

113 

108 

Financial services. 

. 6 

8 

8 

8 

7 

7 

6 

6 

Total Allstate Group. 

. 97 

108 

122 

120 

123 

124 

119 

114 

Net income per Sears share. 

.30 

.34 

.38 

.37 

.39 

.38 

.38 

.35 
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Allstate Insurance Company and Consolidated Subsidiaries 
Statements of Income 


$ in thousands 

Year Ended December 31 


1979 

1978 

Net premiums written . 

Premiums earned. 

Investment income, less investment expenses. 

$4,993,474 

$4,951,658 

396,523 

$4,289,863 

$4,516,748 

334,404 


5,348,181 

4,851,152 

Costs and expenses 

Claims and claims expense. 

Policy acquisition costs and operating expenses. 

Premium and other taxes and fees. 

3,886,678 

930,398 

189,483 

3,376,155 

861,255 

166,609 


5,006,559 

4,404,019 

Income before income taxes, equity in income of 

unconsolidated subsidiaries and affiliates and realized gains. 

Income taxes. 

341,622 

(6,252) 

447,133 

71,433 


347,874 

375,700 

Equity in income of unconsolidated subsidiaries and affiliates 

Life insurance subsidiaries. 

Other subsidiaries and affiliates . 

54,817 

6,221 

44,696 

393 


61,038 

45,089 

Income before realized gains. 

408,912 

420,789 

Net realized capital gains (excluding unrealized net increases in market 
value of marketable equity securities of $79,372 and $36,466) 

Realized capital gains, less income taxes of $19,252 and $6,867 . 

Equity in net realized capital gains of unconsolidated life insurance subsidiaries .. 

23,255 

1,595 

15,583 

444 


24,850 

16,027 

Net income. 

$ 433,762 

$ 436,816 


See summary of significant accounting policies and the information on pages 4f through 43. 


Responsibility for financial statements. The financial 
statements, including the financial review and comments, 
are the responsibility of management. The financial 
statements herein have been prepared from accounting 
records which management believes fairly and accurately 
reflect the transactions and financial position of the 
company. Management has established a system of 
internal control to provide reasonable assurance that 
assets are maintained and accounted for in accordance 
with its authorizations and that transactions are recorded 
accurately on the company’s books and records. 


The company’s comprehensive internal audit program 
provides for constant evaluation of the adequacy and 
effectiveness of the internal controls and measures 
adherence to management’s established policies and 
procedures. The company’s formally stated and 
communicated policy demands of employes high ethical 
standards in their conduct of its business. 

The financial statements of the company have been 
examined by Touche Ross & Co., independent certified 
public accountants. Their opinion on the financial 
statements is on page 40 of this report. 
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Statements of Financial Position 


/instate 


$ in thousands 

December 31 


1979 

1978 

Assets 

Investments 

Bonds and redeemable preferred stocks 
{estimated market $4,648,134 and $4,551,253) 

State and municipal. 

Other. 

$4,083,844 

1,170,596 

$3,884,642 

836,501 

Preferred stocks (cost $141,006 and $141,125). 

Common stocks (cost $711,841 and $844,432). 

Other investments. 

5,254,440 

99,094 

859,613 

210,188 

4,721,143 

112,055 

868,239 

160,318 

Total investments. 

Cash. 

Investments in unconsolidated subsidiaries and affiliates. 

Premium installments receivable. 

Accrued investment income . 

Property and equipment (less accumulated depreciation of $143,714 and $122,745) . 

Deferred policy acquisition costs . 

Other assets. 

6,423,335 

40,701 

440,226 

531,897 

91,419 

221,928 

154,523 

220,359 

5,861,755 

32,527 

357,982 

538,965 

84,325 

207,829 

131,555 

191,919 

Total assets. 

Liabilities 

Reserve for claims and claims expense. 

Unearned premiums. 

Claim drafts outstanding. 

Income taxes. 

Other taxes. 

Other liabilities and accrued expenses. 

$8,124,388 

$3,394,182 

1,769,151 

132,045 

173,308 

57,329 

206,575 

$7,406,857 

$3,052,459 

1,735,162 

105,482 

160,233 

43,781 

256,086 

Total liabilities. 

Capital 

Capital stock (including additional capital paid-in). 

Unrealized net capital gains (losses) on marketable equity securities. 

Retained income . 

$5,732,590 

$ 62,156 

75,957 
2,253,685 

$5,353,203 

$ 62,156 

(3,415) 
1,994,913 

Total capital. 

$2,391,798 

$2,053,654 


See summary of significant accounting policies and the information on pages 4f through 43. 
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Allstate Insurance Company and Consolidated Subsidiaries 
Statements of Capital 


$ in thousands 

Year Ended December 31 


1979 

1978 

Balance, beginning of year . 

Net income. 

Unrealized net increases in market value of marketable equity securities. 

Dividends to Sears, Roebuck and Co. 

$2,053,654 

433,762 

79,372 

(174,990) 

$1,735,382 

436,816 

36,466 

(155,010) 

Balance, end of year. 

$2,391,798 

$2,053,654 


Statements of Changes in Financial Position 


$ in thousands 


Sources of Funds 

Net income. 

Increase in reserve for claims and claims expense. 

Decrease in premium installments receivable. 

Change in deferred income taxes. 

Increase in unearned premiums. 

Increase in all other liabilities. 

Undistributed net income of unconsolidated subsidiaries and affiliates 


Uses of Funds 

Decrease in unearned premiums. 

Decrease in all other liabilities. 

Increase in deferred policy acquisition costs 
Increase in property and equipment, net.. . 

Increase in all other assets. 

Dividends to Sears, Roebuck and Co. 


Net Source of Funds. 

Increase in investments due to unrealized net increases in market value of 
marketable equity securities before deferred income taxes. 

Increase in Cash and Investments... 

See summary of significant accounting policies and the information on pages 41 through 43. 


Year Ended December 31 


1979 

1978 

$ 433,762 

$ 436,816 

341,723 

390,453 

7,068 

280,819 

5,357 

23,417 

33,989 

— 

— 

123,457 

(44,551) 

(44,360) 

777,348 

1,210,602 

_ 

237,556 

39,902 

— 

22,968 

5,282 

14,099 

3,883 

73,227 

42,067 

174,990 

155,010 

325,186 

443,798 

452,162 

766,804 

117,592 

36,234 


$ 569,754 $ 803,038 


Report of Certified Public Accountants 

To the Board of Directors of Sears, Roebuck and Co.: 

We have examined the Statements of Financial Position 
of Allstate Insurance Company and consolidated 
subsidiaries as of December 31, 1979 and 1978, and the 
related Statements of Income, Capital and Changes in 
Financial Position for the years then ended. Our 
examinations were made in accordance with generally 
accepted auditing standards and, accordingly, included 
such tests of the accounting records and such other 
auditing procedures as we considered necessary in the 
circumstances. 


In our opinion, the financial statements referred to 
above present fairly the financial position of Allstate 
Insurance Company and consolidated subsidiaries as of 
December 31, 1979 and 1978, and the results of their 
operations and changes in their financial position for the 
years then ended, in conformity with generally accepted 
accounting principles applied on a consistent basis. 



Chicago, Illinois, March 24, 1980 


cy- 
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Financial Review and Comments 


Summary of significant accounting policies. Basis of 
Consolidation-Atlstate Insurance Company (a wholly 
owned subsidiary of Sears, Roebuck and Co.) directly or 
through its subsidiaries is engaged in the property-liability 
and life insurance businesses. The financial statements 
include the accounts of Allstate and all of its domestic and 
Canadian property-liability insurance subsidiaries. Other 
subsidiaries are carried at cost plus the company’s equity 
in undistributed net income and unrealized net capital 
gains or losses on marketable equity securities (equity 
method). Investments in other affiliates in which ownership 
exceeds twenty per cent, and in which the company has 
significant influence on the operations of the investee, are 
carried on the equity method. 

Investments-Bonds and redeemable preferred stocks 
are carried at amortized cost; preferred and common 
stocks are carried at quoted market values; investments in 
real estate are primarily accounted for by the equity 
method; other investments are carried primarily at 
amortized cost. 

For preferred and common stocks, the difference 
between cost and market, less deferred income taxes and 
minority interest, is reflected in capital. Realized capital 
gains and losses, resulting from sales of investments, 
represent the difference between the net proceeds and the 
cost of the investments sold, determined on a specific 
identification basis. 

Property and Equipment-Property and equipment are 
stated at cost, less accumulated depreciation. The 
company provides for depreciation by the straight-line 
method over the estimated useful lives of the assets. 

Deferred Policy Acquisition Costs-Certain costs of ac¬ 
quiring insurance business, principally agents' compensa¬ 
tion and premium taxes, are deferred and amortized to 
income as premiums are earned. 

Reserve for Claims and Claims Expense—The reserve 
for claims and claims expense is an accumulation of the 
estimated amounts, before estimated salvage and 
subrogation recoveries which are separately accrued, 
necessary to settle all outstanding claims, based upon the 
facts in each case and the company’s experience with 
similar cases. 

Unearned Premiums—Premiums are deferred and 
earned on a pro rata basis over the terms of the policies. 

Reinsurance—In the ordinary course of business the 
company assumes and cedes insurance in order to limit its 
maximum loss, provide diversification of risks and 
minimize exposure on large risks. Reinsurance 
arrangements do not discharge the company as the 
primary insurer. The reserves for claims and claims 
expense and unearned premiums are shown net of 
amounts ceded to other insurers of $405,742,000 and 
$327,450,000 at December 31, 1979 and 1978, 
respectively. 


"Keep tl\e 'Promise 

Income Taxes—Deferred income taxes arise from 
timing differences between income reported for federal 
income tax and financial statement purposes. Income 
taxes are provided on income of minority owned affiliates 
accounted for on the equity method at rates which reflect 
the expected method of realization. Deferred income 
taxes may also arise from unrealized capital gains or 
losses on marketable equity securities. Investment tax 
credits are reflected as a reduction in current income 
taxes (flow-through method). 

Net Premiums Written—During 1978, Allstate began 
converting its passenger auto insurance policies in most 
states from a twelve month term to a six month term. The 
conversion to a six month policy temporarily reduces 
premiums written, but such premiums return to normal 
levels following the conversion period. Premiums written, 
adjusted upward to eliminate the abnormality caused by 
the conversion, are estimated at $5,103,474,000 and 
$4,749,863,000 for the years ended December 31, 1979 
and 1978, respectively. Premiums earned for all periods 
were not materially affected. 

Insurance premiums include transactions with Sears. 
The effect on net income is not material. 

Allstate’s claims and claims expense increased $511 
million. The ratio of total claims and expenses to 
premiums earned, for the property-liability insurance 
business, rose to 101.1 per cent from 97.5 per cent. The 
decrease in underwriting results was practically offset by 
increases in income from other sources. The following 
summarizes the (decrease) increase in 1979 and 1978 net 
income: 


$ in millions 

Premiums earned. 

Net investment income. 

Realized capital gains. 

Claims and claims expense. 

Policy acquisition cost and other operating 

expense . 

Premium and other taxes and fees and 

income taxes. 

Net income of unconsolidated subsidiaries 
and affiliates. 

Net income. 


1979 

1978 

$435 

$530 

62 

68 

20 

22 

(511) 

(470) 

(69) 

(123) 

43 

13 

17 

2 

$ (3) 

$ 42 


Net foreign currency exchange gains included in 1979 
net income are $1,937,000 as compared to a loss of 
$851,000 in 1978. 
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Allstate Insurance Company and Consolidated Subsidiaries 
Financial Review and Comments, continued 


Financial data for business segments is presented below. 
Investments for the property-liability segment are shown 
in the Statements of Financial Position; the company does 
not consider it meaningful to allocate the remaining assets 
to its segments. 

Property-Liability Insurance 


Year Ended December 31 



1979 

1978 


Operating 

Operating 

$ in millions 

Revenues Income 

Revenues Income 


Personal lines 


insurance .. 
Commercial lines 

$4,133 

$ 84 

$3,664 

$ 

179 

insurance .. 

819 

(138) 

853 


(66) 

Investments.. 

396 

396 

334 


334 


$5,348 

$ 342 

$4,851 

$ 

447 


Unconsolidated Life Insurance Subsidiaries 

CONDENSED COMBINED STATEMENTS OF INCOME 


Year Ended 
December 31 


$ in thousands 

1979 

1978 

Premium income. 

Net investment income. 

$257,669 

79,230 

$234,216 

63,732 

Policy benefits and expenses .... 
Income taxes. 

336,899 

261,381 

20,701 

297,948 

234,667 

18,585 

income before realized gains .... 
Realized capital gains, less income 
taxes of $578 and $185. 

54,817 

1,595 

44,696 

444 

Net income. 

$ 56,412 

$ 45,140 


CONDENSED COMBINED STATEMENTS OF 
FINANCIAL POSITION 


December 31 


$ in thousands 

1979 

1978 

Assets 

Investments 

Bonds and mortgage loans 

Other investments. 

Other assets. 

$ 936,124 
105,014 
157,395 

$ 831,859 
80,988 
136,611 

Total assets. 

1,198,533 

1,049,458 

Liabilities 

Policy and other insurance 

reserves . 

Other liabilities. 

746,160 

107,406 

660,269 

96,738 

Total liabilities. 

853,566 

757,007 

Capital. 

$ 344,967 

$ 292,451 


Net investment income from property-liability insurance 
operations increased 18.6 per cent to $396.5 million in 
1979. The amount of investment income by type of 
investment for each of the last two years is detailed below: 


Year Ended 
December 31 


$ in thousands 

1979 

1978 

Investment income 

Bonds. 

Preferred stock. 

Common stock . 

Other . 

. $299,544 

55,691 
45,169 
4,235 

$266,416 

39,546 

35,125 

3,573 

Total investment income. 

Investment expense . 

Foreign exchange (gain) loss . 

404,639 

8,289 

(173) 

344,660 

7,694 

2,562 

Net investment income. 

. $396,523 

$334,404 


1979 taxes and fees totaled $202.5 million. The provision 
for income taxes, premium and other taxes and fees is 

as follows: 

$ in thousands 

1979 

1978 

Income. 

$ 13,000 

$ 78,300 

Premium. 

84,323 

84,940 

Payroll. 

44,477 

36,719 

Other taxes and assessments . . . 

60,683 

44,950 


$202,483 

$244,909 

The federal income tax provision on current operations is 

as follows: 




Year Ended 
December 31 

$ in thousands 

1979 

1978 

Provision 



Taxes currently payable. 

Deferred income taxes 

$ (250) 

$54,883 

Deferred policy acquisition 


costs. 

10,569 

2,535 

Subrogation recoverable. 

Tax effect of loss 

3,700 

5,280 

carryforward. 

— 

14,367 

Other. 

(1,019) 

1,235 


$13,000 

$78,300 

Classification 



Taxes on income. 

$ (6,252) 

$71,433 

Taxes on realized capital gains . . 

19,252 

6,867 


$13,000 

$78,300 
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Unrealized capital gains and losses on marketable equity securities at December 31, 1979, are as follows: 


$ in thousands 

Cost 

Market 

Value 

Gross Unrealized 

Gains (Losses) 

Net 

Unrealized 
Gains (Losses) 

Preferred stocks 






Allstate Insurance Company and consolidated 

subsidiaries. 

$141,006 

$ 99,094 

$ — 

$ (41,912) 

$(41,912) 

Unconsolidated insurance subsidiaries. 

990 

554 

— 

(436) 

(436) 


141,996 

99,648 

— 

(42,348) 

(42,348) 

Common stocks 

Allstate Insurance Company and consolidated 

subsidiaries. 

711,841 

859,613 

223,336 

(75,564) 

147,772 

Unconsolidated insurance subsidiaries. 

57,132 

65,187 

11,279 

(3,224) 

8,055 


768,973 

924,800 

234,615 

(78,788) 

155,827 


$910,969 

$1,024,448 

$234,615 

$(121,136) 

113,479 

Deferred income tax and minority interest. 





37,522 

$ 75,957 


A reconciliation of the statutory federal income tax rate 
to the effective federal income tax rate is as follows: 


Year Ended 
December 31 

1979 1978 

Statutory federal income tax rate. 46.0% 48.0% 

Tax-exempt income. (30.8) (23.7) 

Dividends-received deduction. (9.9) (6.5) 

Other. (1.9) (1.1 ) 

Effective federal income tax rate. 3.4% 16.7% 


Deferred income taxes payable (including deferred tax 
liability (benefit) on the net unrealized gain (loss) on 
marketable equity securities of $37,988,000 and 
$(232,000) at December 31, 1979 and 1978) were 
$164,491,000 and $120,914,000 at December 31, 1979 
and 1978 respectively. 

The cost of pension and profit sharing plans increased 

$9 million to $61 million in 1979. Employes of the company 
and its domestic subsidiaries are eligible to become 
members of The Savings and Profit Sharing Fund of Sears 
Employes. Noncontributory pension plans are also in 
effect covering all full-time employes and certain part-time 
employes. 

Pension benefits under the noncontributory pension 
plans are based upon the employe’s length of service, 
average annual compensation and estimated social 
security retirement benefits. At January 1,1979, the latest 
actuarial valuation date, the present value of vested 
benefits, including unfunded past service costs of 
$2,189,000 being funded over a remaining period of 
three years, exceeded the market value of the assets of 


the pension plans by $55,689,000. The Canadian 
subsidiary also has profit sharing and pension plans. 

The cost to the company for the retirement plans was as 
follows: pension plans $52,740,000 and $41,527,000, 
profit sharing $8,536,000 and $10,645,000 for 1979 and 
1978, respectively. It is the policy of the company to fund 
the costs of the retirement plans on a current basis. 

Ftentals-long-term leases. The company leases certain 
office facilities, computer equipment and automobiles. 
Total rental expense for all leases was $54,935,000 in 1979 
and $46,691,000 in 1978. Minimum rental commitments 
under noncancellable leases with a remaining term of 
more than one year are as follows: 

$ in thousands 

1980 .. .$44,801 1982 _25,089 1984 .6,970 

1981 _37,531 1983 _ 19,468 Thereafter .9,970 

Pending legal proceedings. Several class action lawsuits 
are pending against Allstate challenging procedures used 
in connection with the sale, renewal and interpretation of 
automobile and homeowner’s insurance policies. These 
lawsuits include challenges to the right of the company to 
increase or decrease a policy premium between 
anniversary dates as a result of changes in certain risk- 
related circumstances, to the company’s interpretation of 
and compliance with state law regulating benefits payable 
and offsets to those benefits, and to various underwriting 
practices such as territorial rating. The outcomes of these 
pending actions are not presently determinable, but in the 
opinion of the management of Allstate, any resulting 
liability will not have a material effect on the financial 
position or results of operations of Allstate and its 
consolidated subsidiaries. 
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Allstate Enterprises, Inc. and Subsidiaries 


Allstate Enterprises, Inc. and its subsidiaries are engaged 
in the savings and loan and financial services fields, 
including financing of autos and other consumer 
purchases, mortgage banking, conduit for mortgage- 
backed securities, employe home transfer, motor club and 
fire protective and safety engineering services. 

Gross revenues earned by Allstate Enterprises and its 
subsidiaries were $384.7 million, an increase of $61.2 
million or 18.9 per cent from the previous year. 
Approximately 63 per cent of 1979 revenues were from 
savings and loan operations and another 24 per cent from 
consumer finance operations consisting mostly of auto 
financing. 

As of year-end 1979, loans outstanding principally on 
automobiles and real estate totaled $3,097 billion, up $316 
million from the previous year-end. The loan portfolios are 
excellent quality and delinquencies are at low levels. 

Savings accounts of Allstate Savings and Loan 
Association rose $124 million to $2.124 billion at year-end. 
Short-term notes payable, a source of funds used 
primarily in the consumer finance operations, totaled $480 
million, down $25 million from $505 million the previous 
year-end. Early in 1979, Allstate Financial Corporation, a 
wholly owned subsidiary of Allstate Enterprises, sold 
publicly $50 million of 9% per cent Senior Notes due 
March 15, 1986. Proceeds from this additional long-term 
debt issue were used to further reduce dependency on 
short-term borrowings. 

Interest rates on the short-term indebtedness and also 
the average rate paid on savings accounts and certificates 
increased very substantially during the year 1979. These 
higher costs and also the competition for savings funds 
tended to narrow income margins. Net income of Allstate 
Enterprises and its subsidiaries totaled $27.4 million for 
1979 despite the disruptions caused by money market 
conditions. This compared with $28.8 million for the 
previous year. 


Statements of Income Year Ended 

$ in thousands December 31 


Revenues earned. 

Interest expense. 

Other operating expenses ... 
Income taxes. 

Net income . 

1979 

$ 384,731 

241,714 

98,501 

17,154 

357,369 

$ 27,362 

1978 

$ 323,463 

177,672 

96,456 

20,531 

294,659 

$ 28,804 

Statements of Financial Position 


$ in thousands 

December 31 


1979 

1978 

Assets 

Cash and investments. 

Loans receivable 

$ 167,676 

$ 201,254 

Real estate. 

2,419,745 

2,116,595 

Automobile and other . . . . 

677,592 

664,021 

Other assets . 

179,600 

125,192 

Total assets. 

$3,444,613 

$3,107,062 

Liabilities 

Savings accounts . 

$2,123,748 

$2,000,298 

Short-term notes payable . . . 

480,257 

504,803 

Long-term debt. 

170,000 

120,000 

Other liabilities. 

342,873 

181,588 

Total liabilities. 

$3,116,878 

$2,806,689 

Shareholder’s Equity . 

$ 327,735 

$ 300,373 
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Allstate Group of Companies 

Supplemental Financial Information Regarding Inflation (Unaudited) 


In recent years double-digit inflation has caused 
increasing concern to business enterprises and 
their investors. As the purchasing power of the 
dollar has declined so has the efficacy of operating 
performance measurements based solely on financial 
data showing amounts in actual (historical) dollars. 

In recognition of the increasing significance of 
inflation, the Financial Accounting Standards 
Board issued, during 1979, Statement No. 33 
which requires the presentation of selected 
financial data in dollars of equal purchasing power 
(constant dollars). 

$ in millions 

Revenues 
Premiums earned 

Property-liability insurance. 

Life insurance. 

Investment income. 

Total insurance. 

Financial services. 

Total Allstate Group. 

Net income 

Property-liability insurance . 

Life insurance. 

Total insurance. 

Financial services. 

Total Allstate Group. 

Loss from decline in purchasing power of net monetary assets 

Property-liability insurance. 

Life insurance. 

Total insurance. 

Financial services. 

Total Allstate Group. 

Net assets 

Total insurance. 

Financial services. 

Total Allstate Group. 

Average consumer price index-urban. 

The effect of general inflation on monetary assets and 
liabilities is identified as “loss from decline in purchasing 
power of net monetary assets”. Monetary items are a 
defined class of assets and liabilities which theoretically 
are not subject to price changes and will be converted into 
a fixed amount of historical dollars. The classification 
of assets and liabilities as between monetary or 
nonmonetary has an important effect on this data. Also, in 
addition to the CPI-U which measures price increases at 


Thefollowing table presents selected financial data, for the 
Allstate Group of Companies, which has been adjusted to 
give recognition to the decline in purchasing power of the 
doilar as measured by the Consumer Price Index-Urban 
(CPI-U). Accordingly, the information in the table is 
expressed in terms of the purchasing power of 1979 
average dollars. Net income for property-liability 
insurance shown in the table is after adjustments to 
depreciation expense which results from restating the 
costs of office properties to average 1979 dollars. No such 
adjustments were made to the other operations because 
of immateriality. 


1979 

1978 

1977 

1976 

1975 

$4,952 

258 

475 

$5,026 

260 

443 

$4,776 

266 

376 

$4,124 

241 

325 

$3,768 

224 

280 

5,685 

385 

5,729 

359 

5,418 

266 

4,690 

200 

4,272 

160 

$6,070 

$6,088 

$5,684 

$4,890 

$4,432 


$ 374 
56 

430 

27 

$ 457 

$ 254 
33 

287 

27 

$ 314 

$2,368 

310 

$2,678 

217.4 195.4 181.5 170.5 161.2 

the retail level for a fixed “basket” of goods and services, 
there are other indices which purport to measure inflation. 
Had the broader based GNP Deflator (which advanced 9 
per cent in 1979 compared with 13 per cent by the CPI-U) 
been used to prepare the information shown in the above 
table the results would have been substantially different. 
For such reasons, the supplemental financial information 
should be used with care and understanding, and not as a 
precise measure of the effect of inflation. 
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Homart Development Co. 


This wholly owned, unconsolidated subsidiary develops 
and operates shopping centers either as an owner or as a 
partner in joint ventures. 

In 1979, Homart opened a regional center, Fiesta Mall, 
in Mesa, Arizona, a suburb of Phoenix, and a joint venture 
center, Acadiana Mall in Lafayette, Louisiana. 

In a major real estate transaction, the company 
purchased its partner’s interest in one regional center and 
increased its ownership interest in two others. 

At year-end, Homart operated 17 regional centers and 
was a partner in six others. 


Homart’s income before capital gains was $12.1 million 
compared with $6.8 million for 1978. Net income, including 
$1.4 million from sale of property, was $13.5 million 
compared with 1978 net income of $40.7 million, which 
included $33.9 million from the sale of wholly owned and 
joint venture centers and property. 

Eastgate Mall, a joint venture center in Cincinnati, Ohio, 
opened in March, 1980. Two additional centers are 
scheduled to open in 1980, including one joint venture 
center which will be managed by Homart. 

For the years 1981-84, Homart plans to open three 
wholly owned and 13 joint venture centers. 



The Fiesta Mall in Mesa, Ariz. opened in 1979 with a full-line Sears store and space for some 120 retail tenants. 
This is Homart’s first wholly owned regional shopping center in the Phoenix area. 
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Statements of Income 

$ in thousands 


Rents and other revenues . . . 

Depreciation and amortization 

Interest . 

Less interest capitalized. 

Other costs and expenses . . . 


Income-Operating . 

-Sale of property. 

-Sale of center. 

-Sale of interest in joint ventures 
-Joint ventures. 

Income taxes. 

Net income. 


For Fiscal Year Ended 

Homart Joint Ventures 

January 31 December 31 


1980 

1979 

1979 

1978 

$ 76,110 

$ 67,266 

$ 52,573 

$ 53,199 

11,067 

10,131 

7,098 

7,736 

9,927 

13,738 

26,757 

25,119 

(2,511) 

(1,360) 

(6,506) 

(3,244) 

36,724 

33,056 

20,390 

20,152 

55,207 

55,565 

47,739 

49,763 

20,903 

11,701 

4,834 

3,436 

2,194 

(408) 

1,005 

2,797 

— 

17,633 

— 

— 

— 

32,119 

— 

— 

2,721 

2,854 

— 

— 

25,818 

63,899 

$ 5,839 

$ 6,233 

12,319 

23,221 



$ 13,499 

$ 40,678 




Statements of Financial Position 

$ in thousands 


Assets 

Shopping center property-net. 

Property held for or under development. 

Investment in joint ventures* 

Notes and interest receivable. 

Equity in joint venture capital. 

Cash and marketable securities. 

Receivables and other assets. 

Total Assets . 

Liabilities 

Mortgages and other long-term debt. 

Construction loans. 

Accounts payable and accruals. 

Payable to Sears. 

Joint venture payables to Homart* . 

Deferred income taxes. 

Total Liabilities. 

Joint Venture Capital-Homart*. 

-Other partners. 

Shareholder’s Equity. 

Homart’s investment in joint ventures differs from the amounts recorded 
by the ventures due to differing fiscal year ends and differences in bases 
of property contributed to the ventures. Homart’s equity in the joint 


At Fiscal Year End 

Homart Joint Ventures 


January 31 December 31 


1980 

1979 

1979 

1978 

$272,380 

$241,408 

$142,172 

$157,349 

59,068 

32,114 

115,683 

60,592 

331,448 

273,522 

257,855 

217,941 

10,675 

1,721 



(686) 

(13,096) 



9,989 

(11,375) 



58,106 

75,687 

7,742 

2,077 

8,306 

8,450 

9,177 

9,984 

$407,849 

$346,284 

$274,774 

$230,002 

$230,189 

$199,151 

$221,931 

$185,399 

— 

— 

44,668 

62,293 

16,663 

33,651 

23,421 

15,955 

25,495 

(3,787) 

— 

— 

— 

— 

10,033 

1,842 

19,132 

15,271 

— 

— 

$291,479 

$244,286 

$300,053 

$265,489 



(9,611) 

(15,235) 



$ (15,668) 

$ (20,252) 

$116,370 

$101,998 




ventures from inception through January 31, 1980, consists of capital 
contributions of $25.5 million less distributions of $31.9 million and 
Homart's share of profits of $5.7 million. 
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International Operations 


Canadian Affiliate—Simpsons-Sears Limited 

Net sales of Simpsons-Sears for the 52 weeks ending 
January 30, 1980, were $2,244 billion an increase of 2.0 
percent over the $2,201 billion for the 56 weeks ending 
January 31, 1979. Net sales for the comparable 52 week 
period increased 9.2 percent in Canadian dollars. Net 
earnings were $58.2 million, an increase of 31 percent 
from the $44.4 million for 1978. Sears equity in net 
earnings after exchange losses was $23.5 million. 

Simpsons-Sears increased its capital $64,5 million in 


1979 and Sears exercised its rights to $26.3 million of this 
capital increase. 

During 1979, Simpsons-Sears opened two medium size 
stores in Medicine Hat, Alberta and Cornwall, Ontario. 

Simpsons-Sears operates catalog centers in Halifax, 
Nova Scotia, Toronto, Ontario, Regina, Saskatchewan, 
and Vancouver, British Columbia. Sixty-five retail stores 
and 1,020 catalog sales offices cover all of the provinces of 
Canada which has a population of 24 million. 


Statements of Income 

U. S. $ in millions 


Net sales (including finance charge revenues).. 
Other income. 

Net revenues. 

Costs and expenses. 

Income before income taxes . 

Income taxes. 

Operating income. 

Equity in income of unconsolidated subsidiaries 
Exchange gain (loss). 

Net income. 

Sears equity in net income. 


Statements of Financial Position 

U.S. $ in millions 


Assets 

Current assets. 

Fixed assets-net. 

Investment and other assets. 

Total Assets. 

Liabilities 

Current liabilities. 

Long-term debt. 

Deferred income taxes. 

Total Liabilities. 

Stockholders’ Equity. 

Sears share of stockholders’ equity 


Canada 

Simpsons-Sears Limited 
Fiscal Year Ended 


January 

January 

uu, t SCO 

1 , 1 CM 

(12 months) 

(13 months) 

$2,244 

$2,201 

4 

4 

2,248 

2,205 

2,173 

2,134 

75 

71 

26 

31 

49 

40 

7 

5 

2 

(1) 

$ 58 

$ 44 

$ 24 

$ 18 


Canada 

Simpsons-Sears Limited 


January 

30,1980 

January 
31, 1979 

$1,011 

340 

53 

$ 869 
319 
42 

$1,404 

$1,230 

$ 434 

434 

21 

$ 366 
427 
20 

$ 889 

$ 813 

$ 515 
$ 211 

$ 417 
$ 171 


Europe 

and Latin America 


Fiscal Year Ended 


January 

A -4 J AAA 

kj i , i 

January 

• 4 -5 r\-?r\ 

^ 1, 1%/f v/ 

$767 

$694 

1 

1 

768 

695 

708 

644 

60 

51 

25 

19 

35 

32 

1 

1 

(8) 

(7) 

$ 28 

$ 26 

$ 23 

$ 24 


Europe 

and Latin America 

January 
31,1980 

January 
31,1979 

$473 

$436 

71 

69 

8 

8 

$552 

$513 

$326 

$311 

30 

30 

37 

29 

$393 

$370 

$159 

$143 

$134 

$125 
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Latin American Subsidiaries 

Net sales of subsidiaries in Mexico and South America 
rose 9.8 per cent to $645 million. Net income after 
exchange loss decreased 1.9 per cent to $21.1 million. 
Sears equity in net income was$16.3 million. Sears equity 
in major exchange losses incurred in Brazil and Peru was 
$8.2 million. 

Operating results for 1979 and 1978 exclude our 
subsidiary in Colombia which was sold in 1979 to a 
company headed by an experienced retired Sears 
employe. This corporation will continue to operate under 
Sears name through a licensing agreement. We sold 3.6 
per cent of our equity in the Mexican subsidiary to the 
Savings and Retirement Fund of the employes of the 
Mexican corporation. In February 1979, Sears sold 10 per 
cent of the stock in the Venezuela corporation to the 
employes profit sharing fund of that subsidiary. Profits 
from these sales are included in other income in Sears 
statement of income. 

Sears Latin American subsidiaries are located in Brazil, 
Mexico, Peru and Venezuela. Brazil is the largest country 
in South America with an estimated population of 120 
million. In Sao Paulo, the largest city in Brazil, our 
subsidiary operates two full line stores, one medium size 
store, and two sales offices. One full line store and three 
sales offices are in Rio de Janeiro. Also, there are full line 
stores in Belo Horizonte and Brasilia, and medium size 
stores in the cities of Campinas and Santos. New company 
owned stores are planned for Rio de Janeiro and Sao 
Paulo for opening in 1981 and 1982. 



Junior sportswear in the Lindavista, Mexico City store. 


Mexico has a rapidly growing economy with substantial 
petroleum earnings. This country has an estimated 
population of 70 million. The Mexican subsidiary operates 
four complete department stores, one medium size store, 
one hard line store, and eight sales offices in Mexico City. 
There are 27 additional stores and sales offices in other 
cities throughout the Republic of Mexico. A new store is 
under construction in Mexico City for opening in 1980. 

Peru has an estimated population of 18 million. In the 
heavily populated city of Lima, Sears subsidiary operates 
one full line store, two medium size stores, and a fashion 
store. 

Sears operates 17 stores and sales offices in Venezuela 
which has an estimated population of 14 million. Six of 
these stores are located in the capital city of Caracas. 

In total, these Latin American subsidiaries operate 11 
complete department stores, 18 medium size stores, 20 
hard line stores and 26 sales offices. 

European Subsidiaries 

Net sales of the Spanish subsidiary rose 13.6 per cent to 
$122 million. Net income, including results of a supporting 
finance company, was $6.9 million compared with $5 
million in 1978. Continued strength of the Spanish 
currency resulted in an exchange gain of $766,000 for 
1979 compared with a loss of $737,000 for 1978. 

This subsidiary operates one full line department store 
and 15 sales offices in Madrid, and two full line stores and 
seven sales offices in Barcelona. 



The Fashion Place .... Gerrard Square in Toronto. Canada. 
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Equal Opportunity Report 


Equal employment opportunity remains the key aspect of 
Sears Corporate Affirmative Action Program. In 1979, the 
challenge was to sustain employment gains for minorities 
and women in spite of a decrease in overall employment. 
That challenge was met. In fact, in most job categories, our 
ratio of minorities and women increased, a most unusual 
result among major employers under such circumstances. 

This reflects the continuation of Sears management’s 
commitment to and involvement in the goals of equal 
employment opportunity. 

Total employment decreased 9.7 per cent, from 395,175 


in 1978 to 356,879 in 1979. The reduction resulted from 
improved operating efficiencies, and was almost wholly 
due to attrition. The proportion of minorities continued to 
rise from 19.9 per cent to 20.6 per cent while the 
proportion of women remained essentially stable at 56.5 
per cent compared to 57 per cent in 1978. 

Minorities increased their ratio in the important Officials 
and Managers category from 10.9 per cent in 1978 to 11.4 
per cent in 1979. Women maintained their representation 
of 37 per cent. These results occurred despite a decrease 
of 5,230 employes in the category or 10.2 per cent. 


Percentage of Female and Minority Employes in Each EEOC Job Category 

(Categories as defined by Equal Employment Opportunity Commission) 


Job Categories 

Female 

% 

Black 

% 

Hispanic 

% 

Asian/ 

Pacific 

Islander 

% 

American 

Indian/Alaskan 

Native 

% 

Employes in 
each job 
category 
{in thousands) 


Feb. 

Jan. 

Feb. 

Jan. 

Feb. 

Jan. 

Feb. 

Jan. 

Feb. 

Jan. 

Feb. 

Jan. 

Date 

'66 

au 

6b 

o0 

OD 

ou 

66 

~oC 

wo 

*o0 

UU 

uu 

Officials and Managers 

20.0 

37.0 

.4 

7.4 

.7 

3.1 

.2 

.5 

.1 

.3 

33.4 

46.0 

Professionals 

19.2 

61.6 

.8 

9.6 

.4 

3.2 

.5 

1.7 

.0 

.0 

1.3 

2.1 

Technicians 

48.1 

56.1 

1.1 

16.9 

.7 

5.8 

1.5 

1.6 

.0 

.1 

1.5 

2.7 

Sales Workers 

56.9 

64.2 

3.2 

11.4 

1.5 

5.0 

.6 

.9 

.1 

.2 

98.7 

108.7 

Office & Clerical 

86.0 

86.4 

3.1 

13.8 

2.0 

5.6 

.6 

1.1 

.1 

.2 

78.6 

100.8 

Craft Workers 

3.8 

9.2 

2.8 

9.4 

2.8 

5.9 

.7 

1.1 

.1 

.4 

20.8 

29.2 

Operatives 

12.0 

17.2 

13.8 

19.8 

3.5 

8.3 

.8 

1.2 

.1 

.3 

23.4 

10.4" 

Laborers 

34.3 

34.5 

18.4 

23.4 

6.5 

8.4 

3 

.8 

.1 

.4 

15.2 

44.3 

Service Workers 

32.3 

40.4 

44.9 

29.1 

2.0 

7.7 

.5 

1.3 

.1 

.2 

9.9 

12.7 

All Categories 

50.7 

56.5 

5.9 

13.8 

2.1 

5.6 

.6 

.9 

.1 

.3 

282.8 

356.9 


Table compares Sears present employment figures with those in first report after Title VII. 


The success of Sears program to promote more members 
of minority groups and women into management ranks 
has been dramatic, especially in comparison with the 
gains achieved by those groups in the national workforce 
as a whole. While the government produces inadequate 
statistics, the Department of Labor’s official estimate of 
employed persons offers some standard of comparison. 1 

Since 1966, the minority share of managerial jobs at 
Sears has grown tenfold. In the national workforce, the 
minority share did not even double. Today at Sears, 
minorities hold 8.2 per cent of these jobs (not including 
Hispanics—see note 2); in the national workforce they 
hold only 5.3 per cent. 2 

Sears continues to outpace the national workforce in 
moving women into management jobs. Over these past 14 
years, the women’s share of managerial jobs at Sears 
increased from 20 per cent to 37 per cent. In contrast, 
their share of managerial jobs in the national workforce 
increased from 15.5 per cent to only 25.8. Today, women’s 
share of management jobs is almost one and a half times 
greater at Sears than in the national workforce. 

In addition to the progress made in equal employment 
opportunity for minorities and women, Sears continued to 
advance and broaden other components of its Corporate 
Affirmative Action Program. 


A company-wide endeavor, designed to increase 
employment opportunities for the handicapped, continued 
at an accelerated pace with the use of our “Selective 
Placement Program”. 

Programs were maintained to expand the purchasing of 
goods and services from firms owned and operated by 
women and minorities. Our business relationships with 
minority owned banks grew as a result of increased use of 
their services. 

Tower Ventures, Inc. continued to provide basic 
services for businesses owned 51 per cent or more by 
disadvantaged Americans. Tower Ventures, established 
by Sears in 1975, is a Minority Enterprise Small Business 
Investment Company (MESBIC) licensed by the Small 
Business Administration. It is one of only nine corporate, 
wholly owned subsidiary MESBICs active in the country. 
Tower Ventures makes available long-term capital funds, 
guarantees loans made by third parties, helps to locate 
management and technical assistance and assists in the 
development of total marketing programs. 

1 Department of Labor, Bureau of Labor Statistics, EMPLOYMENT AND 
EARNINGS, Tables A-21 and A-22 of Feb. 1966 and Feb. 1980 issues. 

2 Sears minority figures in this paragraph exclude Hispanics in order to 
compare them with the government figures which also exclude Hispanics. 
Minorities including Hispanics represent 11.4 per cent of officials and 
managers at Sears. 
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Changes in Directors and Officers 


On Aug. 3, 1979, Wayne T. Holsinger was named Vice 
President-Women’s Apparel Group succeeding Alfred G. 
Goldstein, who resigned. 

Robert L. Johnson was elected Vice President-Men’s 
Apparel Group on Aug. 14, succeeding Mr. Holsinger. Mr. 
Johnson had been national merchandise manager of 
men’s work and leisure clothing. 

Thomas G. Ayers, a director of Sears since 1971, 
resigned from the board of directors on Oct. 16, 1979 in 
anticipation of retirement from his business career. Mr. 
Ayers was Chairman and Chief Executive Officer of 
Commonwealth Edison Company. 

John G. Lowe resigned as an officer and director of the 
company on Nov. 12,1979 after 33 years service. He had 
been Executive Vice President-Midwest since Feb. 1, 
1978, and a director since 1968. 

Jack F. Kincannon was elected Vice Chairman of the 
Board and Chief Financial Officer on Nov. 12, 1979, 
effective Feb. 1, 1980. 

On the same date, the following were elected: 

Richard M. Jones, Vice President-Finance, effective 
Feb. 1, succeeding Mr. Kincannon. 

William I. Bass, Executive Vice President-East, 
succeeding Mr. Jones, effective Feb. 1. Mr. Bass had 
been general manager of Sears New York area group of 
retail stores. 

M.E. Burkholder, Executive Vice President-Midwest, 
succeeding Mr. Lowe, effective Nov. 12. Mr. Burkholder 
had been general manager of the Los Angeles group of 
stores. 

Claude M. Ireson, Vice President-Facilities Planning, 
effective Feb. 1, 1980, succeeding Warren G. Skoning, 
who resigned as an officer on Jan. 31 after 29 years of 
service. Mr. Ireson had been national manager of store 
planning and design. 


We regret to report that Mr. Skoning died on Feb. 20 
after a long illness. 

During 1979 two former officers of Sears, Lessing G. 
Rosenwald and Gordon B. Hattersley, also died. Mr. 
Rosenwald was Chairman of the Board from 1932 to 1939. 
Mr. Hattersley was Vice President-East from 1946 to 1955. 

E. Mandell de Windt and Clarence B. Rogers, Jr. have 
been nominated for election to the Board of Directors at 
the annual meeting of shareholders to be held on May 19. 
Mr. de Windt is Chairman of the Board and Chief 
Executive Officer of Eaton Corporation. Mr. Rogers is Vice 
President and Group Executive-General Business Group 
of International Business Machines Corporation. 

George P. Shultz, President of Bechtel Corporation and 
a director of Sears since 1975, has notified the company 
that he will not stand for reelection to the board due to the 
press of other business. 

In order to bring about a better balance between 
outside and inside directors, as many corporations are 
doing in keeping with current practices, the territorial 
executive vice presidents of Sears will not stand for 
election to the board at the annual meeting. 

Those who have been serving on Sears board are 
William C. Lochmoeller, Executive Vice President- 
Southwest, Henry D. Sunderland, Executive Vice 
President-Far West, and Richard M. Jones, now Vice 
President-Finance, who was Executive Vice President- 
East until Feb. 1, 1980. 

In addition, Thomas F. Wands, Senior Vice President- 
Operations, and a director since 1974, will not stand for 
reelection to Sears board since he will be retiring from 
active management June 30 after 44 years service with the 
company. 

We thank all of these officers and directors for their 
valued contributions. 
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Sears Directors and Officers 


Directors and Officers 

Edward ft. Telling 

Chairman of the Board and 
Chief Executive Officer 

William O. Beer# 

Former Chairman of fhe 8oard. 

Kraft, Inc., processor of dairy 
and other food products 

Archie R. Boe 

Chairman of the Board and 
Chief Executive Officer, 

Allstate Insurance Company 

Edward A. Brennan 

President and Chief Operating Officer, 
Merchandising 

Luther H. Foster 

President, 

Tuskegee Institute 

Richard M. Jones 

Vice President, Finance 

Jack F. Kincannon 

UuC.iccrv^r, the Ccord ^.r.d 

Chief Financial Officer 

William C. Lochmoeller 

Executive Vice President, 
Southwestern Territory 

Charles A. Meyer 

Senior Vice President. Public Affairs 

Joseph T. Moran, Jr. 

Senior Executive Vice President, 
Merchandising 

Norma Pace 

Senior Vice President. 

American Paper Institute, Inc. 

Julius Rosenwald II 

Business Consultant 

Donald H. Rumsfeld 

President and Chief Executive Officer, 

G. D. Searle & Co.. 

producer of health care products 

George P. Shultz 

President, 8echtei Corporation, 
worldwide engineering and 
construction company 

William I. Spencer 

President, 

Citibank. N.A., New York 

Edgar B. Stern, Jr. 

Chairman of the Board and 
President, Royal Street Corporation, 
real estate, venture capital, 
and general investments 

Henry D. Sunderland 

Executive Vice President. 

Far Western Territory 

Thomas F. Wands 

Senior Vice President, Operations 

Arthur M. Wood 

Former Chairman of the Board 

Charles C. Wurmstedt 

Senior Executive Vice President. 

Field 


Other Officers 

Charles F. Bacon 

Vice President. Personnel 

Clayton H. Banzhaf 

Vice President and Treasurer 

William I. Bass, Jr. 

Executive Vice President, 

Eastern Territory 

Raymond P. Bilger 

Vice President, Taxes 

M. E. Burkholder 

Executive Vice President, 
Midwestern Territory 

John R. Easter 

Vice President, 

Home Fashions Group 

Joseph N. Fisher 

Vice President, 

Automotive Group 

John F. Gallagher 

Vice President. 

International Operations 

Vincent J, Graham 

Vice President, 

Merchandise Administration 

Charles W. Harper 

Vice President, Public Relations 

W. Clayton Hicks 

Vice President and Comptroller 

Wayne T. Holsinger 

Vice President, 

Women's Apparel Group 

Garland K, Ingraham 

Vice President. Retail Sales 

Claude M. Ireson 

Vice President, 

Facilities Planning 

Leslie J. Johnson 

Vice President, Recreation Group 

Robert L. Johnson 

Vice President. 

Men's Apparel Group 

John B. Kelly, Jr. 

Vice President, Catalog Sales 

Philip M. Knox, Jr. 

Vice President, 

Governmental Affairs 

James L. Krum 

Vice President. Manufacturing 
and Sfaff Services 

Lloyd S. McClelland 

Vice President. 

Secretary and General Counsel 

Mumford Miller 

Vice President. Data Processing 
and Communications 

Thomas D. Neal 

Executive Vice President. 
Southern Territory 


John R. Parsons 

Vice President. 

Women’s Accessories Group 

Philip J. Purcell 

Vice President, 

Corporate Planning 

Robert R. Thompson 

Vice President, 

Home Appliances Group 

Robert P. Tibor 

Vice President, 

Logistics 

George F. Tidmarsh 

Vice President, 

Physical Distribution 

John F. Waddle 

Vice President, 

Children's Apparel Group 

Linden E, Wheeler 

Vice President, Credit 

Robert E. Wood II 

\/r«^o Dvorri,Hr.o* 

Home Improvement Group 


Committees of the Board 

Executive Committee 

Edward R. Telling. Chairman 
William O. Beers 
Archie R. Boe 
Edward A. Brennan 
Jack F. Kincannon 
Charles A Meyer 
Joseph T Moran, Jr. 

Donald H. Rumsfeld 
Edgar B, Stem, Jr. 

Arthur M. Wood 
Charles C. Wurmstedt 

Finance Committee 

Jack F. Kincannon. Chairman 
William O. Beers 
Archie R 8oe 
Edward A. Brennan 
Joseph T. Moran. Jr. 

Norma Pace 
George P. Shultz 
William I. Spencer 
Edgar B. Stern, Jr. 

Edward R. Teiiinq 
Arthur M. Wood 
Charles C. Wurmstedt 

Compensation Committee 

Arthur M. Wood. Chairman 
Wrftiam O. Beers 
Edgar B. Stern, Jr. 

Audit Committee 

Julius Rosenwald II. Chairman 
Luther H. Foster 
Norma Pace 
Donald H. Rumsfeld 
William l Spencer 

Nominating and Proxy Committee 

Edward R. Telling, Chairman 
William O. Beers 
William I. Spencer 
Edgar B. Stem, Jr 
Arthur M. Wood 

Committee on Public Issues 

Norma Pace, Chairman 
Luther H. Foster 
Charles A, Meyer 
Julius Rosenwald II 

Trustees of The Savings and Profit 
Sharing Fund of Sears Employes 

Arthur M, Wood, Chairman 
W Wallace Tudor. Vice Chairman 
Archie R. Boe 
Gaylord Donnelley 
Edward R. Telling 
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Annual Meeting 

The annual meeting of the shareholders of Sears, Roebuck 
and Co. will be held in the Crown Center Hotel, 1 Pershing 
Road, Kansas City, Missouri, on Monday, May 19, 1980, at 
9:30 A.M., Kansas City time. 

Transfer Agent 

The Resident Transfer Agent and the Stock Transfer 
Division of Sears, Roebuck and Co. are located in the 
Treasurer’s Office, Department 769 - 34th floor, Sears 
Tower, Chicago, Illinois 60684. 

Correspondence regarding your shareholders or 
dividend account should be addressed to 
Paul H. Thomas, Senior Assistant Treasurer. 

Registrar 

The First National Bank of Chicago 

Stock Exchange Listings 

Ticker symbol —S 
New York 
Midwest, Chicago 
Pacific, San Francisco 
London, England 
Switzerland: 

Basle 

Geneva 

Lausanne 

Zurich 


Other Information 

This annual report contains selected information included 
in Sears 1979 10-K Annual Report filed with the Securities 
and Exchange Commission. A copy of the 10-K Report is 
available upon request. 

Inquiries regarding this annual report, or requests for 
the 10-K Report, should be addressed to: 

Benjamin W. Hinsdale 
Director of Investor Relations 
Department 768X - 33rd Floor 
Sears, Roebuck and Co. 

Sears Tower 
Chicago, Illinois 60684 
Phone: 312-875-8425 


Sears, Roebuck and Co. 
and Consolidated Subsidiaries 

Sears Tower 
Chicago, Illinois 60684 













